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LEASE OF RAILROAD EQUIPMENT

Dated as of December 15, 1975

among

SEABOARD COAST LINE RAILROAD COMPANY,

LOUISVILLE AND NASHVILLE RAILROAD COMPANY

and

AMERICAN SECURITY AND TRUST COMPANY,
as Trustee



LEASE OF RAILROAD EQUIPMENT dated as
of December 15, 1975, among SEABOARD COAST
LINE RAILROAD COMPANY, a corporation of Vir-
ginia, and LOUISVILLE AND NASHVILLE RAILROAD
COMPANY, a corporation of Kentucky, which
two railroad companies operate, among other
lines of railroad, the line known as "CLINCH-
FIELD RAILROAD COMPANY", leased from Carolina,
Clinchfield and Ohio Railway and Carolina,
Clinchfield and Ohio Railway of South Carolina
(which first two named railroad companies are
hereinafter individually called SCL and L&N,
respectively, and collectively called the
Lessee) and AMERICAN SECURITY AND TRUST
COMPANY, as Trustee (hereinafter called the
Lessor) under a Trust Agreement dated as of
the date hereof (hereinafter called the Trust
Agreement) with Cargill Leasing Corporation
and Ford Motor Credit Company (hereinafter
called the Beneficiaries).

WHEREAS the Lessor is entering into a Conditional
Sale Agreement dated as of the date hereof (hereinafter called
the Security Documentation) with Bethlehem Steel Corporation
(hereinafter called the Builder), wherein the Builder has
agreed to manufacture, sell and deliver to the Lessor the
units of railroad equipment described in Schedule A hereto
or such greater or lesser number as provided in the Security
Documentation, as evidenced by an amended Schedule A (herein-
after ̂ called the Units);

WHEREAS the Builder is assigning its interests in
the Security Documentation pursuant to an Agreement and Assign-
ment (hereinafter called the Assignment) to Metropolitan
Life Insurance Company (said insurance company being herein-
after together with its successors and assigns called the
Vendor), as Investor under the terms of a Participation Agree-
ment dated as of the date hereof (hereinafter called the
Participation Agreement) with the Lessee, the Lessor and
the Beneficiaries;

WHEREAS the Lessee desires to lease such number
of Units as are delivered and accepted and settled for under
the Security Documentation at the rentals and for the terms
and upon the conditions hereinafter provided; and



WHEREAS the Lessor will assign this Lease for
security to the Vendor pursuant to an Assignment of Lease
and Agreement (hereinafter called the Lease Assignment) and
the Lessee will consent to the Lease Assignment pursuant
to a Lessee's Consent and Agreement (hereinafter called the
Consent);

NOW, THEREFORE, in consideration of the premises
and of the rentals to be paid and the covenants hereinafter
mentioned to be kept and performed by the Lessee, the Lessor
hereby leases the Units to the Lessee upon the following
terms and conditions:

§ 1. Net Lease. This Lease is a net lease and the
Lessee shall not be entitled to any abatement of rent, reduc-
tion thereof or setoff against rent, including, but not lim-
ited to, abatements, reductions or setoffs due or alleged to
be due by reason of any past, present or future claims of
the Lessee against the Lessor under this Lease or under the
Security Documentation, or against the Builder or the Vendor
or otherwise; nor, except as otherwise expressly provided
herein, shall this Lease terminate, or the respective obliga-
tions of the Lessor or the Lessee be otherwise affected,
by reason of any defect in or damage to or loss of possession
or loss of use or destruction of all or any of the Units
from whatsoever cause, any liens, encumbrances or rights
of others with respect to any of the Units, the prohibition
of or other restriction against the Lessee's use of all
or any of the Units, the interference with :such use by any
person or entity, the invalidity or unenfor'ceability or
lack of due authorization of this Lease, any insolvency
of or any bankruptcy, reorganization or similar proceeding
against the Lessee, or for any other cause whether similar
or dissimilar to the foregoing, any present or future law
to the contrary notwithstanding, it being the intention
of the parties hereto that the rents and other amounts payable
by the Lessee hereunder shall continue to be payable in
all events in the manner and at the times herein provided
unless the obligation to pay the same shall be terminated
pursuant to the express provisions of this Lease. To the
extent permitted by applicable law, the Lessee hereby waives
any and all rights which it may now have or which at any
time hereafter may be conferred upon it, by statute or other-
wise, to terminate, cancel, quit or surrender the lease
of any of the Units except in accordance with the express
terms hereof. Each rental or other payment made by the



Lessee hereunder shall be final and the Lessee shall not
seek to recover all or any part of such payment from the
Lessor for any reason whatsoever.

§ 2. Delivery and Acceptance of Units. The Lessor
hereby appoints the Lessee its agent for inspection and accep-
tance of the Units pursuant to the Security Documentation.
The Lessor will cause each Unit to be delivered to the Lessee
at the point or points within the United States of America at
which such Unit is delivered to the Lessor under the Security
Documentation. Upon such delivery, the Lessee will cause an
employee of SCL, L&N or Clinchfield Railroad Company to
inspect the same, and if such Unit is found to be acceptable,
to accept delivery of such Unit and execute and deliver to
the Lessor a certificate of acceptance (hereinafter called
the Certificate of Acceptance) in accordance with the provi-
sions of Article 3 of the Security Documentation, stating
that such Unit has been inspected and accepted on behalf of
the Lessee and the Lessor on the date of such Certificate
of Acceptance and is marked in accordance with § 5 hereof,
whereupon, except as provided in the next sentence hereof,
such Unit shall be deemed to have been delivered to and
accepted by the Lessee and shall be subject thereafter to
all the terms and conditions of this Lease. The delivery,
inspection and acceptance hereunder of any Unit excluded
from the Security Documentation pursuant to the first para-
graph of Article 4 thereof shall be null and void and
ineffective to subject such unit to this Lease.

The Builder hereby represents that the entering
into of this Agreement and performance by it of the trans-
actions contemplated hereby is not pursuant, or in furtherance
of, any plan, arrangement or understanding made on its behalf
arising out of, in connection with or in any manner related
to any prior, existing or presently contemplated investment
in, or transaction or relationship with, the Assignee with
respect to any employee benefit plan or related trust (within
the meaning of the Employee Retirement Income Security Act
of 1974 or the Internal Revenue Code of 1954, as amended)
of the Builder or any of its affiliates.

§ 3. Rentals. The Lessee agrees to pay to the
Lessor, as rental for each Unit subject to this Lease, one
interim rental payment on July 15, 1976, and thereafter
30 consecutive semiannual payments payable on January 15
and July 15 of each year commencing January 15, 1977. The
interim rental payment payable on July 15, 1976, shall be



in an amount equal to .02708% of the Purchase Price (as
defined in the Security Documentation) of each Unit then
subject to this Lease from the Closing Date (as defined in
the Security Documentation) for each day to July 15, 1976.
The 30 semiannual rental payments shall each be in an amount
equal to 4.73011% of the Purchase Price of each Unit then
subject to this Lease.

The rental payments hereinbefore set forth are
subject to adjustment pursuant to Paragraph 11 of the Par-
ticipation Agreement.

If any of the semiannual rental payment dates
referred to above is not a business day the semiannual ren-
tal payment otherwise payable on such date shall be payable
on the next succeeding business day. The term "business
day" as used herein means a calendar day, excluding Saturdays,
Sundays and any other day on which banking institutions in
New York, New York, are authorized or obligated to remain
closed.

Unless the Assignment is not executed and delivered,
the Lessor irrevocably instructs the Lessee to make all the
payments provided for in this Lease, other than the payments
provided for in §§ 6 (except indemnification payments owing
to the Vendor pursuant to Articles 6 and 13 of the Security
Documentation) and 9 hereof, but including without limitation
the payments provided for in this § 3 and in § 7 hereof,
at the principal office of the Vendor until the Vendor shall
have been paid the full indebtedness in respect of the Pur-
chase Price of the Equipment (as defined in the Security
Documentation), together with interest and all other payments
required by the Security Documentation, for the account
of the Lessor in care of the Vendor, with instructions to
the Vendor (subject to the provisions of the Consent) first,
to apply such payments to satisfy the obligations of the
Lessor under the Security Documentation, and second, so
long as no event of default or event which with the lapse
of time and/or demand provided for in the Security Documenta-
tion could constitute an event of default under the Security
Documentation shall have occurred and be continuing, to
pay any balance promptly to the Lessor at such place as
the Lessor shall specify in writing. The Lessee agrees
to make each payment provided for herein as contemplated
by this paragraph in Federal or other funds immediately
available to the Vendor or as otherwise provided in the
Lease Assignment and the Consent, by 11:00 a.m., local time,



on the date such payment is due.

§ 4. Term of Lease. The term of this Lease as to
each Unit shall begin on the date of delivery and acceptance
of such Unit hereunder and, subject to the provisions of §§ 7,
10 and 13 hereof, shall terminate on the date on which the
final payment of rent in respect thereof is due pursuant to
§ 3 hereof. The obligations of the Lessee hereunder (includ-
ing, but not limited to, the obligations under §§ 6, 7, 9 and
14 hereof) shall survive the expiration of the term of this
Lease.

Notwithstanding anything to the contrary contained
herein, all rights and obligations of the Lessee under this
Lease and in and to the Units are subject to the rights of
the Vendor under the Security Documentation. If an event
of default should occur under the Security Documentation,
the Vendor may terminate this Lease (or rescind its termina-
tion), all as provided therein.

§ 5. Identification Marks. The Lessee will cause
at its expense each Unit to be kept numbered with the road
number set forth in Schedule A hereto, or in the case of
any Unit not there listed, such road number as shall be
set forth in any amendment or supplement hereto extending
this Lease to cover such Unit, and will keep and maintain,
plainly, distinctly, permanently and conspicuously marked
on each side of each Unit, in letters not less than one-half
inch in height, the words "OWNERSHIP SUBJECT TO A SECURITY
AGREEMENT FILED UNDER THE INTERSTATE COMMERCE ACT, SECTION
20c", or other appropriate words designated by the Vendor,
with appropriate changes thereof and additions thereto as
from time to time may be required by law in order to protect
the Lessor's and Vendor's title to and interest in such
Unit and the rights of the Lessor under this Lease and of
the rights of the Vendor under the Security Documentation.
The Lessee will not place any such Unit in operation or
exercise any control or dominion over the same until such
words shall have been so marked and will replace promptly
any such markings which may be removed, defaced or destroyed.
The Lessee will not change the road number of any Unit unless
and until (i) a statement of new number or numbers to be
substituted therefor shall have been filed with the Vendor
and the Lessor and duly filed, recorded and deposited by
the Lessee in all public offices where this Lease and the
Security Documentation shall have been filed, recorded and
deposited and (ii) the Lessee shall have furnished the



Vendor and the Lessor an opinion of counsel to such effect.
The Units may be lettered with the names or initials or
other insignia customarily used by the Lessee or its
affiliates.

Except as provided in the immediately preceding
paragraph, the Lessee will not allow the name of any person,
association or corporation to be placed on any Unit as a
designation that might be interpreted as a claim of owner-
ship.

§ 6. Taxes. All payments to be made by the Lessee
hereunder will be free of expense to the Lessor for collec-
tion or other charges and will be free of expense to the
Lessor with respect to the amount of any local, state, fede-
ral, or foreign taxes (other than any United States federal
income tax payable by the Lessor in consequence of the receipt
of payments provided for herein and other than the aggregate
of all state or local taxes measured by net income based on
such receipts, up to the amount of any such taxes based on
such receipts which would be payable to the state and local-
ity in which the Lessor has its principal place of business
without apportionment to any other state, except any such
tax which is in substitution for or relieves the Lessee from
the payment of taxes which it would otherwise be obligated
to pay or reimburse as herein provided) or license fees,
assessments, charges, fines or penalties (all such expenses,
taxes, license fees, assessments, charges, fines and penal-
ties being hereinafter called impositions) .hereafter levied
or imposed upon or in connection with or measured by this
Lease or any sale, rental, use, payment, shipment, delivery
or transfer of title under the terms hereof or the Security
Documentation, all of which impositions the Lessee assumes
and agrees to pay on demand in addition to the payments to
be made by it provided for herein. The Lessee will also
pay promptly all impositions which may be imposed upon any
Unit or for the use or operation thereof (except as provided
above) or upon the earnings arising therefrom (except as
provided above) or upon the Lessor solely by reason of its
ownership thereof and will keep at all times all and every
part of such Unit free and clear of all impositions which
might in any way affect the title of the Lessor or the inter-
est of the Lessor or result in a lien upon any such Unit;
provided, however, that the Lessee shall be under no obliga-
tion to pay any impositions of any kind so long as it is
contesting in good faith and by appropriate legal or admin-
istrative proceedings such impositions and the nonpayment



thereof is permitted by law and does not, in the reasonable
opinion of the Lessor, adversely affect the title, property
or rights of the Lessor hereunder or the Vendor under the
Security Documentation. The Lessee agrees to give the Lessor
notice of such contest within 30 days after institution
thereof and the Lessor agrees to provide such information
as may be reasonably requested by the Lessee in furtherance
of such contest. If any impositions shall have been charged
or levied against the Lessor directly and paid by the Lessor,
the Lessee shall reimburse the Lessor on presentation of an
invoice therefor.

In the event that the Lessor shall become obligated
to make any payment pursuant to Article 6 of the Security
Documentation to the Builder or the Vendor or otherwise pur-
suant to any correlative provision of the Security Documen-
tation not covered by the foregoing paragraph of this § 6,
the Lessee shall pay such additional amounts (which shall
also be deemed impositions hereunder) to the Lessor as will
enable the Lessor to fulfill completely its obligations pur-
suant to said provision.

In the event any returns, statements or reports
with respect to impositions are required to be made, the
Lessee will make such returns, statements and reports in
such manner as to show the interest of the Lessor and the
Vendor in such Units.

In the event that, during the continuance of this
Lease, the Lessee becomes liable for the payment or reim-
bursement of any imposition, pursuant to this § 6, such lia-
bility shall continue, notwithstanding the expiration of this
Lease, until all such impositions are paid or reimbursed by
the Lessee.

To the extent the Lessee may be prohibited by law
from performing in its own name the duties required by this
§ 6, the Lessor hereby authorizes the Lessee to act in the
Lessor's own name and on the Lessor's behalf; provided, .how-
ever , that the Lessee shall indemnify and hold the Lessor
harmless from and against any and all claims, costs, expenses,
damages, losses and liabilities incurred in connection there-
with as a result of, or incident to, any action by the Lessee
pursuant to this authorization.

The Lessee shall, whenever reasonably requested
by the Lessor, submit to the Lessor copies of returns,



statements, reports, billings and remittances, or furnish
other evidence satisfactory to the Lessor of the Lessee's
performance of its duties under this § 6. The Lessee shall
also furnish promptly upon request such data as the Lessor
reasonably may require to permit the Lessor's compliance
with the requirements of taxing jurisdictions.

§ 7. Maintenance; Casualty Occurrences; Insurance.
The Lessee agrees that, at its own cost and expense, it will
maintain and keep each Unit which is subject to this Lease
in good operating order, repair and condition, reasonable wear
and tear excepted.

In the event that any Unit shall be or become worn
out, lost, stolen, destroyed, or, in the opinion of the Les-
see, irreparably damaged, from any cause whatsoever or taken
or requisitioned by condemnation or requisitioned for use or
otherwise (such occurrences being hereinafter called Casualty
Occurrences), prior to the return of such Unit in the manner
set forth in § 14 hereof, the Lessee shall promptly and fully
notify the Lessor and the Vendor with respect thereto. On
the rental payment date next succeeding such Casualty Occurrence
the Lessee shall pay to the Lessor an amount equal to the rental
payment or payments in respect of such Unit due and payable
on such date plus a sum equal to the Casualty Value (as herein-
after defined) of such Unit determined as of the date of such
rental payment date in accordance with the schedule referred
to below. As of the rental payment date on which the Casualty
Value is due the rental for such Unit shall cease to accrue,
the term of this Lease as to such Unit shall terminate and
(except in the case of the loss, theft, complete destruction
or return to the Builder of such Unit) the Lessor shall be
entitled to recover possession of such Unit. Any Casualty
Value not paid when due shall accrue interest as provided in
§ 16 hereof. The Lessor hereby appoints the Lessee its agent
to dispose of any Unit suffering a Casualty Occurrence or any
component thereof, at the best price obtainable on an "as is,
where is" basis. Provided that the Lessee has previously paid
the Casualty Value to the Lessor, the Lessee shall be entitled
to the proceeds of such sale to the extent they do not exceed
the Casualty Value of such Unit, and shall pay any excess to
the Lessor.

The Casualty Value of each Unit as of the payment
date on which payment is to be made as aforesaid shall be
that percentage of the Purchase Price of such Unit as is set
forth in Schedule B hereto opposite the rental payment



date succeeding the actual date of such Casualty Occurrence.

Whenever any Unit shall suffer a Casualty Occur-
rence after termination of this Lease and before such Unit
shall have been returned in the manner provided in § 14
hereof, the Lessee shall promptly and fully notify the Lessor
with respect thereto and pay to the Lessor an amount equal
to the Casualty Value of such Unit. Upon the making of any
such payment by the Lessee in respect of any Unit (except
in the case of the loss, theft or complete destruction of
such Unit), the Lessor shall be entitled to recover posses-
sion of such Unit, and the Lessee shall be entitled to the
proceeds of any sale to the extent they do not exceed the
Casualty Value of such Unit.

Except as hereinabove in this § 7 provided, the
Lessee shall not be released from its obligations hereunder
in the event of, and shall bear the risk of, any Casualty
Occurrence to any Unit from and after delivery and acceptance
thereof by the Lessee hereunder.

The Lessee will, at all times while this Lease is
in effect, at its own expense, cause to be carried and main-
tained property insurance in respect of the Units at the time
subject hereto, and public liability insurance, in amounts
and against risks comparable to those insured against by the
Lessee on equipment owned by it. Any policies of public
liability insurance carried in accordance with this paragraph
shall (i) require 30 days prior notice of cancelation to
the Lessor and the Beneficiaries and (ii) name the Lessor
and the Beneficiaries as additional named insureds as their
respective interests may appear and shall provide that in
respect of the interests of the Lessor and the Beneficiaries
in such policies, the insurance shall not be invalidated
by any action or inaction of the Lessee or any other person
(other than the Lessor or the Beneficiaries) and shall insure
the Lessor and the Beneficiaries regardless of any breach
or violation of any warranty, declaration or condition con-
tained in such policies by the Lessee or by any other
person (other than the Lessor or the Beneficiaries.)

§ 8. Reports. On or before March 31 in each
year, commencing with the calendar year 1977, the Lessee
will furnish to the Lessor and the Vendor an accurate state-
ment (a) setting forth as at the preceding December 31 the
amount, description and numbers of all Units then leased
hereunder and covered by the Security Documentation, the
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amount, description and numbers of all Units that have suf-
fered a Casualty Occurrence during the preceding calendar
year or are then undergoing repairs (other than running
repairs) or then withdrawn from use pending such repairs
(other than running repairs) and such other information
regarding the condition and state of repair of the Units
as the Lessor or the Vendor may reasonably request and (b)
stating that, in the case of all Units repainted or repaired
during the period covered by such statement, the numbers
and markings required by § 5 hereof and by the Security
Documentation have been preserved or replaced. The Lessor,
at its sole cost and expense, shall have the right by its
agents, to inspect the Units and the Lessee's records with
respect thereto at such reasonable times as the Lessor may
request during the continuance of this Lease.

§ 9. Disclaimer of Warranties; Compliance with
Laws and Rules; Indemnification. THE LESSOR MAKES NO WAR-
RANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, AS TO
THE DESIGN OR CONDITION OF, OR AS TO THE QUALITY OF THE
MATERIAL, EQUIPMENT OR WORKMANSHIP IN, THE UNITS DELIVERED
TO THE LESSEE HEREUNDER, AND THE LESSOR MAKES NO WARRANTY OF
MERCHANTABILITY OR FITNESS OF THE UNITS FOR ANY PARTICULAR
PURPOSE OR AS TO TITLE TO THE UNITS OR ANY COMPONENT THEREOF,
OR ANY OTHER REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED,
WITH RESPECT TO ANY UNIT, EITHER UPON DELIVERY THEREOF TO
THE LESSEE OR OTHERWISE, it being agreed that all such risks,
as between the Lessor and the Lessee, are to be borne by
the Lessee; but the Lessor hereby irrevocably appoints and
constitutes the Lessee its agent and attorney-in-fact during
the term of this Lease to assert and enforce from time to
time, in the name of and for the account of the Lessor and/or
the Lessee, as their interests may appear, at the Lessee's
sole cost and expense, whatever claims and rights the Lessor
may have against the Builder under the provisions of Items
3 and 4 of Annex A of the Security Documentation; provided,
however, that if at any time an Event of Default shall have
occurred and be continuing, the Lessor may assert and enforce,
at the Lessee's sole cost and expense, such claims and rights.
The Lessor shall have no responsibility or liability to the
Lessee or any other person with respect to any of the follow-
ing: (i) any liability, loss or damage caused or alleged
to be caused directly or indirectly by any Units or by any
inadequacy thereof or deficiency or defect therein or by any
other circumstances in connection therewith; (ii) the use,
operation or performance of any Units or any risks relating
thereto; (iii) any interruption of service, loss of business



11

or anticipated profits or consequential damages; or (iv) the
delivery, operation, servicing, maintenance, repair, improve-
ment or replacement of any Units. The Lessee's delivery of
a Certificate of Acceptance shall be conclusive evidence as
between the Lessee and the Lessor that the Units described
therein are in all the foregoing respects satisfactory to
the Lessee, and the Lessee will not assert any claim of any
nature whatsoever against the Lessor based on any of the
foregoing matters.

Rider_ll

The Lessee agrees, for the benefit of the Lessor
and the Vendor, to comply in all respects ( inc lud ing without
l imi ta t ion , with respect to the use, maintenance and operation
of each Uni t ) with all applicable laws of the jurisdictions
in which its operations involving the Uni ts may extend, with
the interchange rules of the Association of American Railroads
and with all l a w f u l rules of the United States Department-
al' Transportat ion, the Interstate Commerce Commission and
any other legislative, executive, adminis t ra t ive or judicial
body exercising any power or ju r i sd ic t ion over the Uni t s ,
to the extent that such laws and rules affect the title,
operation or use of the Units, and in the event that , prior
to the expiration of the Lease or any renewal thereof , such
laws or ru les requi re any al teration, replacement, addition
or modif ica t ion of or to any part on any U n i t , the Lessee
w i l l conform therewi th at its own expense and the Lessor
wil l have title thereto; provided, however, if the United
States Internal Revenue Service advises that it. .will not
issue the R u l i n g (as def ined in the Par t ic ipat ion Agreement )
because of the requi rement that the Lessee wi l l conform at
its own expense with any a l te ra t ion , replacement, addition
or modif ica t ion of or to any part on any Un i t which is not
readily removable wi thout causing mater ial damage to the
U n i t r e q u i r e d by such laws or rules ( h e r e i n a f t e r called
Nonremovable Government Mandated Alterations), then such
requirement that Lessee conform at its own expense wi th such
Nonremovable Government Mandated Alterat ions shall be void
and ine f f ec t ive ab i n i t i o and, at the Lessor's expense, the
Lessee will c o n f O T T O ' w i t h such Nonremovable Government- Mandated
Al tera t ions and lease such Nonremovable Government Mandated
Al t e r a t i ons unt i l the terminat ion of this Lease upon the
same terms and conditions as are herein specified at. a rate
which shall ma in t a in the Lessor's net r e t u r n under this Lease
(computed on the same assumptions as u t i l i zed by the Lessor
in originally evaluat ing the lease t ransac t ion) . Notwith-
standing the preceding sentence, upon 30 days' p r io r wr i t ten
notice to the Lessor, the Lessee may at its own expense,
in good fa i th , contest the validity or application of any
such law or rule in any reasonable? manner which does not,
in the opinion of the Lessor or the Vendor, adversely a f fec t
the property or r i gh t s of the Lessor or the Vendor under
this Lease or under the Secur i ty Documenta t ion* The Lessee,

_ 0 Jl _iJlB



id at the Lessor's expense, the Lessee will conform wi'
su^h^Nonremovable Government Mandated Alterations andXTease
such W&nremovable Government Mandated Alterations^arntil
the term!h^ation of this Lease upon the same terjffs and condi-
tions as arexherein specified at a rate to be'negotiated
between the Lessee and the Lessor. Notwithstanding subsec-
tions (a) and (bp^above, upon 30 daysjxprior written notice
to the lessor, the Le-qsee may at its^own expense, in good
faith, contest the valiJHty or application of any such law
or rule in any reasonable n*anper which does not, in the
opinion of the Lessor or t>eS*endor, adversely affect the
property or rights of th^^LessorNQr the Vendor undjer__tiii_s_____
Lease or under the Security Documentation. The/Jiibdif ications
and improvements tcT the Units during CTI^term of this Lease
provided that aach additions, modifications and immprovements
are readily^r-ernovable without causing material damage to
the Unitis^The additions, modifications and iifrgirovements
made by'the Lessee under the preceding sentence shxll be
owr^eu by the Lessee and shall be removed by it uponibtie

n of the Units pursuant to S 14-hereof t

The Lessee agrees to indemnify, protect and hold
harmless the Lessor and the Vendor from and against all
losses, damages, injuries, liabilities, claims and demands
whatsoever, regardless of the cause thereof, and expenses
in connection therewith, including, but not limited to, coun-
sel fees and expenses, patent liabilities, penalties and
interest, arising out of or as the result of the entering
into or the performance of, or the occurrence of a default,
an event of default or an Event of Default under, the Secu-
rity Documentation, the Participation Agreement or this Lease,
the ownership of any Unit, the ordering, acquisition, use,
operation, condition, purchase, delivery, rejection, storage
or return of any Unit or any accident in connection with the
operation, use, condition, possession, storage or return
of any Unit resulting in damage to property or injury or
death to any person, except as otherwise provided in § 14
of this Lease, or the transfer of the security interest in
the Units by the Vendor pursuant to any provision of the
Security Documentation. The indemnities arising under this
paragraph do not include the payment of principal or interest
on the Conditional Sale Indebtedness (as defined in the Secu-
rity Documentation) and shall continue in full force and
effect notwithstanding the full payment of all obligations
under this Lease or the expiration or termination of the
term of this Lease.
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The Lessee agrees to prepare and deliver to the
Lessor within a reasonable time prior to the required date
of filing (or, to the extent permissible, file on behalf
of the Lessor) any and all reports (other than tax returns)
to be filed by the Lessor with any federal, state or other
regulatory authority by reason of the ownership by the Lessor
of the Units, the security interest of the Vendor in the
Units or the leasing thereof to the Lessee.

§ 10. Default. If, during the continuance of this
Lease, one or more of the following events (each such event
being herein sometimes called an Event of Default) shall
occur:

A. default shall be made in payment of any amount
provided for in §§ 3, 7 or 13 hereof, and such default
shall continue for five days;

B. SCL or L&N, as the case may be, shall make
or permit any unauthorized assignment or transfer of
this Lease, or any interest herein, or of the right
to possession of the Units, or any thereof;

C. default shall be made in the observance or per-
formance of any other of the covenants, conditions and
agreements on the part of SCL or L&N, as the case may
be, contained herein, in the Consent or in the Participa-
tion Agreement, and such default shall continue for
30 days after written notice from the Lessor or the
Vendor to SCL or L&N, as the case may be, specifying
the default and demanding that the same be remedied;

D. a petition for reorganization under Section 77
of the Bankruptcy Act, as now constituted or as said
Section 77 may hereafter be amended, shall be filed by
or against SCL or L&N, as the case may be, and, unless
such petition shall have been dismissed, nullified,
stayed or otherwise rendered ineffective (but then
only so long as such stay shall continue in force or
such ineffectiveness shall continue), all the obliga-
tions of SCL or L&N, as the case may be, under this
Lease or under the Consent shall not have been and shall
not continue to have been duly assumed in writing, pur-
suant to a court order or decree, by a trustee or trustees
appointed (whether or not subject to ratification) in
such proceedings in such manner that such obligations
shall have the same status as obligations incurred by
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such trustee or trustees, within 30 days after such
appointment, if any, or 60 days after such petition
shall have been filed, whichever shall be earlier;

E. any other proceedings shall be commenced by
or against SCL or L&N, as the case may be, for any
relief which includes, or might result in, any modi-
fication of the obligations of SCL or L&N, as the case
may be, hereunder or under the Consent, under any bank-
ruptcy or insolvency laws, or laws relating to the
relief of debtors, readjustments of indebtedness, reor-
ganizations, arrangements, compositions or extensions
(other than a law which does not permit any readjust-
ments of the obligations of SCL or L&N, as the case
may be, hereunder or under the Consent), and, unless
such proceedings shall have been dismissed, nullified,
stayed or otherwise rendered ineffective (but then
only so long as such stay shall continue in force or
such ineffectiveness shall continue), all the obliga-
tions of SCL or L&N, as the case may be, under this
Lease or under the Consent shall not have been and
shall not continue to have been duly assumed in writing,
pursuant to a court order or decree, by a trustee or
trustees or receiver or receivers appointed (whether
or not subject to ratification) for SCL or L&N, as
the case may be, or for the property of SCL or L&N,
as the case may be, in connection with any such pro-
ceedings in such manner that such obligations shall
have the same status as obligations incurred by such
a trustee or trustees or receiver or receivers, within
30 days after such appointment, if any, or 60 days
after such proceedings shall have been commenced,
whichever shall be earlier; or

F. an event of default set forth in Article 15 of
the Security Documentation shall have occurred arising
out of any default by SCL or L&N, as the case may be,
in performing any of its obligations hereunder or under
the Consent;

then, in any such case, the Lessor, at its option, may:

(a) proceed by appropriate court action or actions
either at law or in equity, to enforce performance by
the Lessee of the applicable covenants of this Lease or
to recover damages for the breach thereof including net
after-tax losses of federal and state income tax bene-
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fits to which the Lessor would otherwise be entitled
under this Lease; or

(b) by notice in writing to the Lessee terminate
this Lease, whereupon all rights of the Lessee to the
use of the Units so terminated shall absolutely cease
and terminate as though this Lease had never been made,
but the Lessee shall remain liable as hereinafter pro-
vided; and thereupon the Lessor may by its agents enter
upon the premises of the Lessee or other premises where
any of the Units so terminated may be and take posses-
sion of all or any of such Units and thenceforth hold,
possess and enjoy the same free from any right of the
Lessee, or its successors or assigns, to use the Units
for any purposes whatever; but the Lessor shall, never-
theless, have a right to recover from the Lessee any
and all amounts which under the terms of this Lease
may be then due or which may have accrued to the date
of such termination (computing the rental for any num-
ber of days less than a full rental period by multi-
plying the rental for such full rental period by a
fraction of which the numerator is such number of days
and the denominator is the total number of days in
such full rental period) and also to recover forthwith
from the Lessee as damages for loss of the bargain
and not as a penalty whichever of the following amounts
which the Lessor, in its sole discretion, shall specify
(x) a sum, with respect to each Unit, which represents
(A) the excess of the present value, at the time of
such termination, of the entire unpaid balance of all
rental for such Unit which would otherwise have accrued
hereunder from the date of such termination to the end
of the term of this Lease as to such Unit over the then
present value of the rentals.which the Lessor reasonably
estimates to be obtainable for the Unit during such
period, such present value to be computed in each case
on the basis of a 5% per annum discount, compounded
semiannually from the respective dates upon which rentals
would have been payable hereunder had this Lease not
been terminated, plus (B) any damages and expenses,
including reasonable attorneys' fees, in addition thereto
which the Lessor shall have sustained by reason of the
breach of any covenant, representation or warranty of
this Lease other than for the payment of rental, plus
(C) an amount which, after deduction of all taxes
required to be paid by the Lessor and each Beneficiary
in respect of the receipt thereof under the laws of the



16

United States of America or any political subdivision
thereof, or any taxing jurisdiction of any foreign
government, shall, in the reasonable opinion of each
Beneficiary, cause the Lessor's or each such Benefici-
ary's net return under this Lease to be equal to the
net return that would have been available to the Lessor
or each Beneficiary if it had been entitled to utiliza-
tion of all or such portion of the Investment Credit (as
defined in Paragraph 11 of the Participation Agreement)
lost, not claimed, not available for claim, disallowed
or recaptured by or from the Lessor or the Beneficiaries
as a result of the breach of one or more of the represen-
tations, warranties and covenants made by the Lessee in
Paragraph 11 of the Participation Agreement or any pro-
vision of this Lease or the sale or other disposition
of the Lessor's or Beneficiaries' interest in any Unit
after the occurrence of an Event of Default, plus such
sum as shall, in the reasonable opinion of each Benefi-
ciary, cause the Lessor's or such Beneficiary's net
return under this Lease to be equal to the net return
that would have been available to the Lessor or such
Beneficiary if it had been entitled to utilization of
all or such portion of the ADR Deduction and Interest
Deduction (as each is defined in Paragraph 11 of the
Participation Agreement) which was lost, not claimed,
not available for claim or disallowed or recaptured
in respect of a Unit as a result of the breach of one
or more of the representations, warranties and covenants
made by the Lessee in the Participation Agreement or any
provision of this Lease, the inaccuracy of any statement
in any letter or document furnished to the Lessor or
such Beneficiary by the Lessee, the termination of this
Lease, the Lessee's loss of the right to use such Unit
or the sale or other disposition of the Lessor's interest
in such Unit after the occurrence of an Event of Default
plus such sum as will pay or reimburse the Lessor and
such Beneficiary for any interest, additions to tax,
or penalties incurred in connection with the Investment
Credit, ADR Deduction or Interest Deduction which is
lost, not claimed, not available for claim, disallowed
or recaptured or (y) an amount equal to the excess, if
any, of the Casualty Value as of the rental payment
date on or next preceding the date of termination over
the net proceeds of the sale of the Equipment if sold,
or, if not sold at such time, the amount the Lessor
reasonably estimates to be the sales value of such Unit
at such time.
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In addition, the Lessee shall be liable, except as otherwise
provided above, for any and all unpaid amounts due hereunder
before, during or after the exercise of any of the foregoing
remedies and for all reasonable attorneys' fees and other
costs and expenses incurred by reason of the occurrence of
any Event of Default or the exercise of the Lessor's remedies
with respect thereto, including all costs and expenses
incurred in connection with the return of any Unit.

The remedies in this Lease provided in favor of the
Lessor shall not be deemed exclusive, but shall be cumulative
and may be exercised concurrently or consecutively, and shall
be in addition to all other remedies in its favor existing at
law or in equity. The Lessee hereby waives any mandatory
requirements of law, now or hereafter in effect, which might
limit or modify the remedies herein provided, to the extent
that such waiver is not, at the time in question, prohibited
by law. The Lessee hereby waives any and all existing or
future claims to any offset against the rental payments due
hereunder, and agrees to make such payments regardless of any
offset or claim which may be asserted by the Lessee or on its
behalf.

Except as otherwise provided in this Lease and
the Security Documentation, the Lessee, to the full extent
permitted by law, hereby waives all statutory or other legal
requirements for any notice of any kind, notice of intention
to take possession of or to sell or lease the Equipment, or
any one or more units thereof, and any other requirements as
to the time, place and terms of the sale or lease thereof,
any other requirements with respect to the enforcement of
the Vendor's rights under this Agreement and the Security
Documentation and any and all rights of the redemption.

The failure of the Lessor to exercise the rights
granted it hereunder upon the occurrence of any of the con-
tingencies set forth herein shall not constitute a waiver
of any such right upon the continuation or recurrence of
any such contingencies or similar contingencies.

§ 11. Return of Units Upon Default. If this Lease
shall terminate pursuant to § 10 hereof, the Lessee shall
forthwith deliver possession of the Units to the Lessor.
Each Unit so delivered shall be in the same operating order,
repair and condition as when originally delivered to the
Lessee, reasonable wear and tear excepted, and meet the
standards then in effect under the Interchange Rules of
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the Association of American Railroads applicable to rail-
road equipment of the same type as the Units. For the purpose
of delivering possession of any Unit or Units to the Lessor
as above required, the Lessee shall at its own cost, expense
and risk:

(a) forthwith and in the usual manner (including,
but not by way of limitation, giving prompt telegraphic
and written notice to the Association of American Rail-
roads and all railroads to which any Unit or Units
have been interchanged to return the Unit or Units
so interchanged) place such Units upon such storage
tracks of the Lessee or any of its affiliates as the
Lessor reasonably may designate;

(b) permit the Lessor to store such Units on such
tracks at the risk of the Lessee without charge for
insurance, rent or storage until such Units have been
sold, leased or otherwise disposed of by the Lessor;
and

(c) transport the same to any place on the lines
of railroad operated by the Lessee or any of its affili-
ates or to any connecting carrier for shipment, all
as directed by the Lessor.

The assembling, delivery, storage, insurance and transporting
of the Units as hereinbefore provided shall be at the expense
and risk of the Lessee and are of the essence of this Lease,
and upon application to any court of equity having jurisdic-
tion in the premises the Lessor shall be entitled to a decree
against the Lessee requiring specific performance of the
covenants of the Lessee so to assemble, deliver, store and
transport the Units. During any storage period, the Lessee
will, at its own cost and expense, insure, maintain and keep
the Equipment in good order and repair and will permit the
Lessor or any person designated by it, including the autho-
rized representative or representatives of any prospective
purchaser of any such Unit, to inspect the same. All gross
amounts earned in respect of the Units after the date of ter-
mination of this Lease shall belong to the Lessor and, if
received by the Lessee, shall be promptly turned over to the
Lessor. In the event any Unit is not assembled, delivered
and stored, as hereinabove provided, within 60 days after such
termination, the Lessee shall, in addition, pay to the Lessor
for each day thereafter an amount equal to the amount, if any,
by which .02627% of the Purchase Price of such Unit for each
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such day exceeds all gross amounts earned with respect to such
Unit and received by the Lessor for each such day.

Without in any way limiting the obligation of
the Lessee under the foregoing provisions of this § 11, the
Lessee hereby irrevocably appoints the Lessor as the agent
and attorney of the Lessee, with full power and authority,
at any time while the Lessee is obligated to deliver posses-
sion of any Unit to the Lessor, to demand and take possession
of such Unit in the name and on behalf of the Lessee from
whomsoever shall be in possession of such Unit at the time.

§ 12. Assignment; Possession and Use. This Lease
shall be assignable in whole orIn part by the Lessor without
the consent of the Lessee, but the Lessee shall be under no
obligation to any assignee of the Lessor except upon written
notice of such assignment from the Lessor. All the rights
of the Lessor hereunder (including, but not limited to, the
rights under §§ 6, 7, 9 and 10 and the rights to receive
the rentals payable under this Lease) shall inure to the ben-
efit of the Lessor's assigns (including the Vendor).

So long as the Lessee shall not be in default under
this Lease and no event of default shall exist under the
Security Documentation, the Lessee shall be entitled to the
possession and use of the Units in accordance with the terms
of this Lease and the Security Documentation, but, without
the prior written consent of the Lessor, the Lessee shall
not assign or transfer its leasehold interest under this
Lease in the Units or any of them. The Lessee, at its own
expense, will promptly pay or discharge any and all sums
claimed by any party which, if unpaid, might become a lien,
charge, security interest or other encumbrance (other than
an encumbrance created by the Lessor or the Vendor or result-
ing from claims against the Lessor or the Vendor not related
to the ownership of the Units) upon or with respect to any
Unit, including any accession thereto, or the interest of
the Lessor, the Vendor or the Lessee therein, and will
promptly discharge any such lien, claim, security interest
or encumbrance which arises. The Lessee shall not, without
the prior written consent of the Lessor, part with the pos-
session or control of, or suffer or allow to pass out of
its possession or control, any of the Units, except to the
extent permitted by the provisions of the immediately suc-
ceeding paragraph.

So long as there shall be no default under this
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Lease or under the Security Documentation, the Lessee shall
be entitled to the possession of the Units and to the use
of the Units by it or any aftiliate upon lines of railroad
owned or operated by it or any such affiliate or upon lines
of railroad over which the Lessee or any such affiliate
has trackage or other operating rights or over which railroad
equipment of the Lessee or any such affiliate is regularly
operated pursuant to contract, and also to permit the use
of the Units upon connecting and other carriers pursuant to
run-through agreements, but only upon and subject to all the
terms and conditions of this Lease and the Security Documen-
tation; provided, however, that the Lessee shall not use, or
permit the use of, any Unit in regular service involving the
operation and maintenance thereof outside the United States of
America. The Lessee may receive and retain compensation
for such use from other railroads so using any of the Units.

Nothing in this § 12 shall be deemed to restrict
the right of SCL or L&N to assign or transfer its interest
under this Lease in the Units or possession of the Units to
any railroad corporation incorporated under the laws of any
state of the United States of America or the District of
Columbia (which shall have duly assumed the obligations of
the Lessee hereunder and under the Participation Agreement
and the Consent) into or with which it shall have become
merged or consolidated or which shall have acquired its
property as an entirety or substantially as an entirety,
provided that such assignee or transferee will not, upon
the effectiveness of such merger, consolidation or acquisi-
tion, be in default under any provision of this Lease.

§ 13. Renewal and Purchase Options. Provided
that this Lease has not been earlier terminated and the
Lessee is not in default hereunder, the Lessee may by writ-
ten notice delivered to the Lessor not less than six months
prior to the end of the original term or the first extended
term of this Lease, as the case may be, elect (a) to extend
the term of this Lease in respect of all but not fewer than
all of the Units then covered by this Lease, for an addi-
tional three-year period commencing on the scheduled expira-
tion of the original term or the first extended term of this
Lease, as the case may be, provided that no such extended
term extends beyond July 15, 1997, at the then "Fair Market
Rental" payable in semiannual payments on January 15 and
July 15 in each year of such extended term and (b) to pur-
chase all, but not less than all, the Units covered by this
Lease at the end of such original term or any such extended
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term of this Lease for a purchase price equal to the "Pair
Market Value" of such Units as of the end of such original
terra or such extended term of this Lease, as the case may be.

Fair Market Rental shall be determined on the basis
of, and shall be equal in amount to, the rental which would
obtain in an arm's-length transaction between an informed and
willing lessee (other than a lessee currently in possession)
and an informed and willing lessor under no compulsion to
lease and, in such determination, costs of removal from
the location of current use shall not be a deduction from
such rental.

Fair Market Value shall be determined on the basis
of, and shall be equal in amount to, the value which would
obtain in an arm's-length transaction between an informed
and willing buyer-user (other than (i) a lessee currently
in possession or (ii) a used equipment dealer) and an
informed and willing seller under no compulsion to sell
and, in such determination, costs of removal from the loca-
tion of current use shall not be a deduction from such
value.

If, after 30 days from the giving of notice by
the Lessee of the Lessee's election to extend the term of
this Lease or to purchse the Units, the Lessor and the Lessee
are unable to agree upon a determination of the Fair Market
Rental or Fair Market Value, as the case may be, of the Units,
such rental or value shall be determined in accordance with
the foregoing definition by the following procedure: If
either party to such determination shall have given written
notice to the other requesting determination of such rental
or value by this appraisal procedure, the parties shall con-
sult for the purpose of appointing a qualified independent
appraiser by mutual agreement. If no such appraiser is so
appointed within 20 business days after such notice is given,
each party shall appoint an independent appraiser within
25 business days after such notice is given, and the two
appraisers so appointed shall within 35 business days after
such notice is given appoint a third independent appraiser.
If no such third appraiser is appointed within 35 business
days after such notice is given, either party may apply, to
make such appointment, to the American Arbitration Associa-
tion, and both parties shall be bound by any appointment so
made. Any appraiser or appraisers appointed pursuant to the
foregoing procedure shall be instructed to determine the
Fair Market Rental or Fair Market Value, as the case may
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after such Owner has notified the Lessee of its intent
not to contest such adjustment;

(ii) notwithstanding any other opinion previously
rendered in respect of the transactions contemplated
by this Agreement, Messrs. Miller and Chevalier or Other
Independent Counsel render a written opinion within
the Prescribed Period after receiving a request for
such opinion that there is a reasonable basis to contest
such adjustment or proposed adjustment, as the case
may be; and

(iii) all reasonable out-of-pocket expenses, includ-
ing, without limitation, the fees and disbursements
of Messrs. Miller and Chevalier or Other Independent
Counsel, paid or incurred by the Owners in connection
with this Paragraph shall be payable by Itel Leasing
Corporation pursuant to a letter agreement of even
date herewith.

If the Lessee does not request such Owner to con-
test such adjustment or proposed adjustment within 20 days
after the Owner has given it notice of such adjustment, or
if Messrs. Miller and Chevalier or Other Independent Counsel
do not render a written opinion within the Prescribed Period
after receiving a request for such opinion that there is
a reasonable basis on which to contest such adjustment or
proposed adjustment, the portion of the Investment Credit,
Interest Deduction or ADR Deduction, so adjusted or proposed
to be adjusted shall be deemed a Loss for the purposes of
Paragraph ll(d) for all Owners.

(h) If an Owner shall contest an adjustment or
proposed adjustment administratively in accordance with
Paragraph 11(g) hereof and not prevail in the opinion of
such Owner's tax counsel, such Owner shall be under no obli-
gation to contest such adjustment, assessment, or deficiency,
in respect to which the Lessee may be required to indemnify
such Owner in accordance with Paragraph ll(d) in the United
States Tax Court, the United States Court of Claims, or any
District Court of the United States of competent jurisdic-
tion unless:

(i) the Lessee requests such Owner to contest
such adjustment or proposed adjustment, assessment,
or deficiency within 20 days after such Owner has
notified the Lessee of its intent not to make such
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connecting carrier for shipment, all as directed by the Lessor,
the movement and storage of such Units to be at the expense
and risk of the Lessee. During any such storage period the
Lessee will permit the Lessor or any person designated by it,
including the authorized representative or representatives
of any prospective purchaser, lessee or user of such Unit,
to inspect the same; provided, however, that the Lessee shall
not be liable, except in the case of negligence of the Lessee
or of its employees or agents, for any injury to, or the
death of, any person exercising, either on behalf of the
Lessor or any prospective purchaser, lessee or user, the
rights of inspection granted under this sentence. Each Unit
returned to the Lessor pursuant to this § 14 shall (i) be
in the same operating order, repair and condition as when
originally delivered to the Lessee, reasonable wear and tear
excepted, and (ii) meet the standards then in effect under
the Interchange Rules of the Association of American Rail-
roads and/or the applicable rules of any governmental agency
or other organization with jurisdiction. The assembling,
delivery, storage and transporting of the Units as herein-
before provided are of the essence of this Lease, and upon
application to any court of equity having jurisdiction in the
premises, the Lessor shall be entitled to a decree against
the Lessee requiring specific performance of the covenants
of the Lessee so to assemble, deliver, store and transport
the Units. All gross amounts earned in respect of the Units
after the date of termination of this Lease shall belong to
the Lessor and, if received by the Lessee, shall be promptly
turned over to the Lessor. In the event any Unit is not
assembled, delivered and stored, as hereinabove provided,
within 60 days after such termination, the Lessee shall,
in addition, pay to the Lessor for each day thereafter an
amount equal to the amount, if any, by which .02627% of the
Purchase Price of such Unit for each such day exceeds the
actual earnings received by the Lessor on such Unit for
each such day.

§ 15. Recording. The Lessee, at its own expense,
will cause this Lease, the Lease Assignment, the Security
Documentation and the Assignment to be filed and recorded
with the Interstate Commerce Commission in accordance with
Section 20c of the Interstate Commerce Act. The Lessee will
(at its own expense) undertake the filing, registering, deposit,
and recording required of the Lessor under the Security Doc-
umentation and will from time to time do and perform any other
act and will execute, acknowledge, deliver, file, register,
record (and will refile, reregister, deposit and redeposit
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or rerecord whenever required) any and all further instruments
required by law or reasonably requested by the Lessor or the
Vendor for the purpose of proper protection, to their satis-
faction, of the Vendor's and the Lessor's respective interests
in the Units, or for the purpose of carrying out the intention
of this Lease, the Security Documentation, the Assignment and
the Lease Assignment; and SCL or L&N will promptly furnish
to the Vendor and the Lessor evidence of all such filing,
registering, depositing or recording, and an opinion of
counsel for SCL or L&N with respect thereto satisfactory
to the Vendor and the Lessor. This Lease and the Security
Documentation shall be filed and recorded with the Inter-
state Commerce Commission prior to the delivery and accep-
tance hereunder of any Unit.

§ 16. Interest on Overdue Rentals. Anything to the
contrary herein contained notwithstanding, any nonpayment of
rentals and other obligations due hereunder, including without
limitation §§ 3, 6, 7, 9 and 10 hereof, shall result in
the obligation on the part of the Lessee promptly to pay,
to the extent legally enforceable, an amount equal to 14%
per annum of the overdue rentals and other obligations
for the period of time during which they are overdue or
such lesser amount as may be legally enforceable.

§ 17. Notices. Any notice required or permitted
to be given by either party hereto to the other shall be
deemed to have been given when mailed, first class, postage
prepaid, addressed as follows:

(a) if to the Lessor, at 15th Street and Pennsyl-
vania Avenue, N.W., Washington, D.C. 20013, with copies
to the Beneficiaries to Cargill Leasing Corporation,
at Cargill Building, Minneapolis, Minnesota 55402,
attention of General Manager and to Ford Motor Credit
Company at The American Road, Dearborn, Michigan
48121, attention of Vice President-CIR Financing, and
to ITEL Leasing Corporation, One Embarcadero Center,
San Francisco, California 94111, attention of Contract
Administration;

(b) if to the Lessee, for SCL at 3600 West Broad
Street, Richmond, Virginia 23230, attention: L. G.
Anderson, Esq., Vice President and Treasurer, and for
L&N at 908 West Broadway, Louisville, Kentucky 40201,
attention: C. Hayden Edwards, Esq., Vice President,
Secretary and Treasurer;
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or addressed to either party at such other address as such
party shall hereafter furnish to the other party in writing.
Copies of each such notice shall be given to the Vendor at
One Madison Avenue, New York, N. Y. 10010.

§ 18. Severability; Effect and Modification of
Lease. Any provision of this Lease which is prohibited or
unenforceable in any jurisdiction, shall be, as to such jur-
isdiction, ineffective to the extent of such prohibition or
unenforceability without invalidating the remaining provi-
sions hereof, and any such prohibition or unenforceability
in any jurisdiction shall not invalidate or render unenforce-
able such provision in any other jurisdiction.

Except for the Participation Agreement, this Lease
exclusively and completely states the rights of the Lessor
and the Lessee with respect to the leasing of the Units and,
except for the Participation Agreement, supersedes all other
agreements, oral or written, with respect thereto. No variation
or modification of this Lease and no waiver of any of its pro-
visions or conditions shall be valid unless in writing and
signed by duly authorized signatories for the Lessor and the
Lessee,

§ 19. No Recourse. It is expressly understood and
agreed by and between the parties hereto, anything herein to
the contary notwithstanding, that each and all of the repre-
sentations, undertakings and agreements herein made on the
part of the Lessor are each and every one of them made and
intended not as personal representations, undertakings and
agreements of American Security and Trust Company, or for
the purpose or with the intention of binding said Trust Com-
pany personally, but are made and intended for the purpose
of binding only the Trust Estate as such term is used in
the Trust Agreement, and this Lease is executed and delivered
by the said Trust Company solely in the exercise of the
powers expressly conferred upon the said Trust Company as
trustee under said Trust Agreement; and that no personal
liability or personal responsibility is assumed by or shall
at any time be asserted or enforceable against said Trust
Company or on account of any representation, undertaking
or agreement of said Trust Company as Lessor, either expressed
or implied, all such personal liability, if any, being
expressly waived and released by the Lessee arid by all per-
sons claiming by, through or under the Lessee.

§ 20. Agreements for Benefit of Beneficiaries. All
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rights of the Lessor hereunder (including, but not limited
to, its rights under §§ 6, 7, 9 and 10 and the right to
receive the rentals payable under this Lease) shall inure
to the benefit of the Beneficiaries and any of the Benefici-
aries' assigns under the Trust Agreement. '.

§ 2.1. Execution. This Lease may be executed in
several counterparts, such counterparts together constituting
but one and the same instrument, but the counterpart delivered
to the Vendor pursuant to the Lease Assignment to the Vendor
shall be deemed to be the original and all other counterparts
shall be deemed duplicates thereof. Although for convenience
this Lease is dated as of the date first set forth above, the
actual date or dates of execution hereof by the parties hereto
is or are, respectively, the date or dates stated in the
acknowledgments hereto annexed.

§ 22. Law Governing. The terms of this Lease and all
rights and obligations hereunder shall be governed by the laws
of New York; provided, however, that the parties shall be entitled
to all rights conferred by Section 20c of the Interstate Commerce
Act.

§ 23, Joint and Several Obligations. SCL and L&N
hereby agree that they are jointly and severally liable for
all obligations of the Lessee hereunder.

IN WITNESS WHEREOF, the parties hereto have executed
or caused this instrument to be executed as of the date first
above written.

AMERICAN SECURITY AND TRUST COMPANY,
as Trustee,

by

Vice President
[Corporate Seal]

Attest:

Assistant Secretary
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SEABOARD COAST LINE RAILROAD
COMPANY,

by

[Corporate Seal]

^ 'Attest:

Vice President and Treasurer

istant Secretary

LOUISVILLE AND NASHVILLE RAILROAD
COMPANY,

by

[Corporate Seal]

Attest:

Vice President, Secretary and
Treasurer

Assistant Secretary



DISTRICT OF COLUMBIA, ) ss.:

On this day of 1976, before me per-
sonally appeared , to me
personally known, who, being by me duly sworn, says that he
is a Vice President of AMERICAN SECURITY AND TRUST COMPANY,
that one of the seals affixed to the foregoing instrument
is the corporate seal of said Trust Company, that said
instrument was signed and sealed on behalf of said Trust
Company by authority of its Board of Directors, and he
acknowledged that the execution of the foregoing instrument
was the free act and deed of said Trust Company.

Notary Public

[Notarial Seal]

My Commission expires



COMMONWEALTH OF VIRGINIA, )
) s:

CITY OF RICHMOND, )

On this day of/'fc^/ 1976, before me per-
sonally appeared Leonard G. Anderson, to me personally known,
who, being by me duly sworn, says that he is Vice President
and Treasurer of SEABOARD COAST LINE RAILROAD COMPANY, that
one of the seals affixed to the foregoing instrument is
the corporate seal of said corporation, that said instrument
was signed and sealed on behalf of said corporation by
authority of its Board of Directors, and he acknowledged
that the execution of the foregoing instrument was the free
act and deed of said corporation.

Notary public

[Notarial Seal]

My Commission expires J|JN 4 1918



STATE OF KENTUCKY, )
) SS. :

COUNTY OF JEFFERSON, )

On this day of 1976, before me per-
sonally appeared C. Hayden Edwards, to me personally known,
who, being by me duly sworn, says that he is Vice President,
Secretary and Treasurer of LOUISVILLE AND NASHVILLE RAILROAD
COMPANY, that one of the seals affixed to the foregoing
instrument is the corporate seal of said corporation, that
said instrument was signed and sealed on behalf of said
corporation by authority of its Board of Directors, and
he acknowledged that the execution of the foregoing instrument
was the free act and deed of said corporation.

Notary Public

[Notarial Seal]

My Commission expires



SCHEDULE A TO LEASE

Road Numbers
Type Quantity* (Both Inclusive)*

100-ton open top 180 CRR 57000-57179
(coal) hopper cars
AAR designation:
HT

* The units set forth above include units which may be
delivered under another lease. Upon delivery and acceptance
of all Units under the Lease, an appropriate supplement will
be entered into setting forth the specific identifying road
numbers covered by the Lease.



SCHEDULE B TO LEASE

Casualty Values

Date

Item 1. July 15, 1976
January 15, 1977
July 15, 1977
January 15, 1978
July 15, 1978
January 15, 1979
July 15, 1979
January 15, 1980
July 15, 1980
January 15, 1981
July 15, 1981
January 15, 1982
July 15, 1982
January 15, 1983
July 15, 1983
January 15, 1984
July 15, 1984
January 15, 1985
July 15, 1985
January 15, 1986
July 15, 1986
January 15, 1987
July 15, 1987
January 15, 1988
July 15, 1988
January 15, 1989
July 15, 1989
January 15, 1990
July 15, 1990
January 15, 1991
July 15, 1991 and thereafter

Percentage of
Purchase Price

104.4008%
104.9041
105.0013
104.8475
104.4122
103.7431
102.8080
94.9854
94.5821
92.9694
91.1311
82.4472
80.3137
78.0764
75.7304
66.6035
64.0237
61.3315
58.5214
55.6177
52.6608
49.6552
46.6350
43.5607
40.4640
37.3094
34.1300
30.8944
27.6378
24.3270
20.0000

As defined in the Security Documentation.
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LEASE OF RAILROAD EQUIPMENT

Dated as of December 15, 1975

among

SEABOARD COAST LINE RAILROAD COMPANY,

LOUISVILLE AND NASHVILLE RAILROAD COMPANY

and

AMERICAN SECURITY AND TRUST COMPANY,
as Trustee



LEASE OF RAILROAD EQUIPMENT dated as
of December 15, 1975, among SEABOARD COAST
LINE RAILROAD COMPANY, a corporation of Vir-
ginia, and LOJISVILLE AND NASHVILLE RAILROAD
COMPANY,, a corporation of Kentucky, which
two railroad companies operate, among other
lines of railroad, the line known as "CLINCH-
FIELD RAILROAD COMPANY", leased from Carolina,
Clinchfield and Ohio Railway and Carolina,
Clinchfield and Ohio Railway of South Carolina
(which first two named railroad companies are
hereinafter individually called SCL and L&N,
respectively, and collectively called the
Lessee) and AMERICAN SECURITY AND TRUST
COMPANY, as Trustee (hereinafter called the
Lessor) under a Trust Agreement dated as of
the date hereof (hereinafter called the Trust
Agreement) with Cargill Leasing Corporation
and Ford Motor Credit Company (hereinafter
called the Beneficiaries).

WHEREAS the Lessor is entering into a Conditional
Sale Agreement dated as of the date hereof (hereinafter called
the Security Documentation) with Bethlehem Steel Corporation
(hereinafter called the Builder), wherein the Builder has
agreed to manufacture, sell and deliver to the Lessor the
units of railroad equipment described in Schedule A hereto
or such greater or lesser number as provided in the Security
Documentation, as evidenced by an amended Schedule A (herein-
after called the Units);

WHEREAS the Builder is assigning its interests in
the Security Documentation pursuant to an Agreement and Assign-
ment (hereinafter called the Assignment) to Metropolitan
Life Insurance Company (said insurance company being herein-
after together with its successors and assigns called the
Vendor), as Investor under the terms of a Participation Agree-
ment dated as of the date hereof (hereinafter called the
Participation Agreement) with the Lessee, the Lessor and
the Beneficiaries;

WHEREAS the Lessee desires to lease such number
of Units as are delivered and accepted and settled for under
the Security Documentation at the rentals and for the terms
and upon the conditions hereinafter provided; and



WHEREAS the Lessor will assign this Lease for
security to the Vendor pursuant to an Assignment of Lease
and Agreement (hereinafter called the Lease Assignment) and
the Lessee will consent to the Lease Assignment pursuant
to a Lessee's Consent and Agreement (hereinafter called the
Consent);

NOW, THEREFORE, in consideration of the premises
and of the rentals to be paid and the covenants hereinafter
mentioned to be kept and performed by the Lessee, the Lessor
hereby leases the Units to the Lessee upon the following
terms and conditions:

§ 1. Net Lease. This Lease is a net lease and the
Lessee shall not be entitled to any abatement of rent, reduc-
tion thereof or setoff against rent, including, but not lim-
ited to, abatements, reductions or setoffs due or alleged to
be due by reason of any past, present or future claims of
the Lessee against the Lessor under this Lease or under the
Security Documentation, or against the Builder or the Vendor
or otherwise; nor, except as otherwise expressly provided
herein, shall this Lease terminate, or the respective obliga-
tions of the Lessor or the Lessee be otherwise affected,
by reason of any defect in or damage to or loss of possession
or loss of use or destruction of all or any of the Units
from whatsoever cause, any liens, encumbrances or rights
of others with respect to any of the Units, the prohibition
of or other restriction against the Lessee's use of all
or any of the Units, the interference with ;such use by any
person or entity, the invalidity or unenforceability or
lack of due authorization of this Lease, any insolvency
of or any bankruptcy, reorganization or similar proceeding
against the Lessee, or for any other cause whether similar
or dissimilar to the foregoing, any present or future law
to the contrary notwithstanding, it being the intention
of the parties hereto that the rents and other amounts payable
by the Lessee hereunder shall continue to be payable in
all events in the manner and at the times herein provided
unless the obligation to pay the same shall be terminated
pursuant to the express provisions of this Lease. To the
extent permitted by applicable law, the Lessee hereby waives
any and all rights which it may now have or which at any
time hereafter may be conferred upon it, by statute or other-
wise, to terminate, cancel, quit or surrender the lease
of any of the Units except in accordance with the express
terms hereof. Each rental or other payment made by the



Lessee hereunder shall be final and the Lessee shall not
seek to recover all or any part of such payment from the
Lessor for any reason whatsoever.

§ 2. Delivery and Acceptance of;Units. The Lessor
hereby appoints the Lessee its agent for inspection and accep-
tance of the Units pursuant to the Security Documentation.
The Lessor will cause each Unit to be delivered to the Lessee
at the point or points within the United States of America at
which such Unit is delivered to the Lessor under the Security
Documentation. Upon such delivery, the Lessee will cause an
employee of SCL, L&N or Clinchfield Railroad Company to
inspect the same, and if such Unit is found to be acceptable,
to accept delivery of such Unit and execute and deliver to
the Lessor a certificate of acceptance (hereinafter called
the Certificate of Acceptance) in accordance with the provi-
sions of Article 3 of the Security Documentation, stating
that such Unit has been inspected and accepted on behalf of
the Lessee and the Lessor on the date of such Certificate
of Acceptance and is marked in accordance with § 5 hereof,
whereupon, except as provided in the next sentence hereof,
such Unit shall be deemed to have been delivered to and
accepted by the Lessee and shall be subject thereafter to
all the terms and conditions of this Lease, The delivery,
inspection and acceptance hereunder of any Unit excluded
from the Security Documentation pursuant to the first para-
graph of Article 4 thereof shall be null and void and
ineffective to subject such unit to this Lease.

The Builder hereby represents that the entering
into of this Agreement and performance by it of the trans-
actions contemplated hereby is not pursuant, or in furtherance
of, any plan, arrangement or understanding made on its behalf
arising out of, in connection with or in any manner related
to any prior, existing or presently contemplated investment
in, or transaction or relationship with, the Assignee with
respect to any employee benefit plan or related trust (within
the meaning of the Employee Retirement Income Security Act
of 1974 or the Internal Revenue Code of 1954, as amended)
of the Builder or any of its affiliates.

§ 3. Rentals. The Lessee agrees to pay to the
Lessor, as rental for each Unit subject to this Lease, one
interim rental payment on July 15, 1976, and thereafter
30 consecutive semiannual payments payable on January 15
and July 15 of each year commencing January 15, 1977. The
interim rental payment payable on July 15, 1976, shall be



in an amount equal to .02708% of the Purchase Price (as
defined in the Security Documentation) of each Unit then
subject to this Lease from the Closing Date (as defined in
the Security Documentation) for each day to July 15, 1976.
The 30 semiannual rental payments shall each be in an amount
equal to 4.73011% of the Purchase Price of each Unit then
subject to this Lease.

The rental payments hereinbefore set forth are
subject to adjustment pursuant to Paragraph 11 of the Par-
ticipation Agreement.

If any of the semiannual rental payment dates
referred to above is not a business day the semiannual ren-
tal payment otherwise payable on such date shall be payable
on the next succeeding business day. The term "business
day" as used herein means a calendar day, excluding Saturdays,
Sundays and any other day on which banking institutions in
New York, New York, are authorized or obligated to remain
closed.

Unless the Assignment is not executed and delivered,
the Lessor irrevocably instructs the Lessee to make all the
payments provided for in this Lease, other than the payments
provided for in §§ 6 (except indemnification payments owing
to the Vendor pursuant to Articles 6 and 13 of the Security
Documentation) and 9 hereof, but including without limitation
the payments provided for in this § 3 and in § 7 hereof,
at the principal office of the Vendor until the Vendor shall
have been paid the full indebtedness in respect of the Pur-
chase Price of the Equipment (as defined in the Security
Documentation), together with interest and all other payments
required by the Security Documentation, for the account
of the Lessor in care of the Vendor, with instructions to
the Vendor (subject to the provisions of the Consent) first,
to apply such payments to satisfy the obligations of the
Lessor under the Security Documentation, and second, so
long as no event of default or event which with the lapse
of time and/or demand provided for in the Security Documenta-
tion could constitute an event of default under the Security
Documentation shall have occurred and be continuing, to
pay any balance promptly to the Lessor at such place as
the Lessor shall specify in writing. The Lessee agrees
to make each payment provided for herein as contemplated
by this paragraph in Federal or other funds immediately
available to the Vendor or as otherwise provided in the
Lease Assignment and the Consent, by 11:00 a.m., local time,



on the date such payment is due.

§ 4. Term of Lease. The term of this Lease as to
each Unit shall begin on the date of delivery and acceptance
of such Unit hereunder and, subject to the provisions of §§ 7,
10 and 13 hereof, shall terminate on the date on which the
final payment of rent in respect thereof is due pursuant to
§ 3 hereof. The obligations of the Lessee hereunder (includ-
ing, but not limited to, the obligations under §§ 6, 7, 9 and
14 hereof) shall survive the expiration of the term of this
Lease.

Notwithstanding anything to the contrary contained
herein, all rights and obligations of the Lessee under this
Lease and in and to the Units are subject to the rights of
the Vendor under the Security Documentation. If an event
of default should occur under the Security Documentation,
the Vendor may terminate this Lease (or rescind its termina-
tion), all as provided therein.

§ 5. Identification Marks. The Lessee will cause
at its expense each Unit to be kept numbered with the road
number set forth in Schedule A hereto, or in the case of
any Unit not there listed, such road number as shall be
set forth in any amendment or supplement hereto extending
this Lease to cover such Unit, and will keep and maintain,
plainly, distinctly, permanently and conspicuously marked
on each side of each Unit, in letters not less than one-half
inch in height, the words "OWNERSHIP SUBJECT TO A SECURITY
AGREEMENT FILED UNDER THE INTERSTATE COMMERCE ACT, SECTION
20c", or other appropriate words designated by the Vendor,
with appropriate changes thereof and additions thereto as
from time to time may be required by law in order to protect
the Lessor's and Vendor's title to and interest in such
Unit and the rights of the Lessor under this Lease and of
the rights of the Vendor under the Security Documentation,
The Lessee will not place any such Unit in operation or
exercise any control or dominion over the same until such
words shall have been so marked and will replace promptly
any such markings which may be removed, defaced or destroyed.
The Lessee will not change the road number of any Unit unless
and until (i) a statement of new number or numbers to be
substituted therefor shall have been filed with the Vendor
and the Lessor and duly filed, recorded and deposited by
the Lessee in all public offices where this Lease and the
Security Documentation shall have been filed, recorded and
deposited and (ii) the Lessee shall have furnished the



Vendor and the Lessor an opinion of counsel to such effect.
The Units may be lettered with the names or initials or
other insignia customarily used by the Lessee or its
affiliates.

Except as provided in the immediately preceding
paragraph, the Lessee will not allow the name of any person,
association or corporation to be placed on any Unit as a
designation that might be interpreted as a claim of owner-
ship.

§ 6. Taxes. All payments to be made by the Lessee
hereunder will be free of expense to the Lessor for collec-
tion or other charges and will be free of expense to the
Lessor with respect to the amount of any local, state, fede-
ral, or foreign taxes (other than any United States federal
income tax payable by the Lessor in consequence of the receipt
of payments provided for herein and other than the aggregate
of all state or local taxes measured by net income based on
such receipts, up to the amount of any such taxes based on
such receipts which would be payable to the state and local-
ity in which the Lessor has its principal place of business
without apportionment to any other state, except any such
tax which is in substitution for or relieves the Lessee from
the payment of taxes which it would otherwise be obligated
to pay or reimburse as herein provided) or license fees,
assessments, charges, fines or penalties (all such expenses,
taxes, license fees, assessments, charges, fines and penal-
ties being hereinafter called impositions) .hereafter levied
or imposed upon or in connection with or measured by this
Lease or any sale, rental, use, payment, shipment, delivery
or transfer of title under the terms hereof or the Security
Documentation, all of which impositions the Lessee assumes
and agrees to pay on demand in addition to the payments to
be made by it provided for herein. The Lessee will also
pay promptly all impositions which may be imposed upon any
Unit or for the use or operation thereof (except as provided
above) or upon the earnings arising therefrom (except as
provided above) or upon the Lessor solely by reason of its
ownership thereof and will keep at all times all and every
part of such Unit free and clear of all impositions which
might in any way affect the title of the Lessor or the inter-
est of the Lessor or result in a lien upon any such Unit;
pt ovided, however, that the Lessee shall be under no obliga-
tion to pay any impositions of any kind so long as it is
contesting in good faith and by appropriate legal or admin-
istrative proceedings such impositions and the nonpayment



thereof is permitted by law and does not, in the reasonable
opinion of the Lessor, adversely affect the title, property
or rights of the Lessor hereunder or the Vendor under the
Security Documentation. The Lessee agrees to give the Lessor
notice of such contest within 30 days after institution
thereof and the Lessor agrees to provide such information
as may be reasonably requested by the Lessee in furtherance
of such contest. If any impositions shall have been charged
or levied against the Lessor directly and paid by the Lessor,
the Lessee shall reimburse the Lessor on presentation of an
invoice therefor.

In the event that the Lessor shall become obligated
to make any payment pursuant to Article 6 of the Security
Documentation to the Builder or the Vendor or otherwise pur-
suant to any correlative provision of the Security Documen-
tation not covered by the foregoing paragraph of this § 6,
the Lessee shall pay such additional amounts (which shall
also be deemed impositions hereunder) to the Lessor as will
enable the Lessor to fulfill completely its obligations pur-
suant to said provision.

In the event any returns, statements or reports
with respect to impositions are required to be made, the
Lessee will make such returns, statements and reports in
such manner as to show the interest of the Lessor and the
Vendor in such Units.

In the event that, during the continuance of this
Lease, the Lessee becomes liable for the payment or reim-
bursement of any imposition, pursuant to this § 6, such lia-
bility shall continue, notwithstanding the expiration of this
Lease, until all such impositions are paid or reimbursed by
the Lessee.

To the extent the Lessee may be prohibited by law
from performing in its own name the duties required by this
§ 6, the Lessor hereby authorizes the Lessee to act in the
Lessor's own name and on the Lessor's behalf; provided, how-
ever , that the Lessee shall indemnify and hold the Lessor
harmless from and against any and all claims, costs, expenses,
damages, losses and liabilities incurred in connection there-
with as a result of, or incident to, any action by the Lessee
pursuant to this authorization.

The Lessee shall, whenever reasonably requested
by the Lessor, submit to the Lessor copies of returns,



statements, reports, billings and remittances, or furnish
other evidence satisfactory to the Lessor of the Lessee's
performance of its duties under this § 6. The Lessee shall
also furnish promptly upon request such data as the Lessor
reasonably may require to permit the Lessor's compliance
with the requirements of taxing jurisdictions.

§ 7. Maintenance; Casualty Occurrences; Insurance.
The Lessee agrees that, at its own cost and expense, it will
maintain and keep each Unit which is subject to this Lease
in good operating order, repair and condition, reasonable wear
and tear excepted.

In the event that any Unit shall be or become worn
out, lost, stolen, destroyed, or, in the opinion of the Les-
see, irreparably damaged, from any cause whatsoever or taken
or requisitioned by condemnation or requisitioned for use or
otherwise (such occurrences being hereinafter called Casualty
Occurrences), prior to the return of such Unit in the manner
set forth in § 14 hereof, the Lessee shall promptly and fully
notify the Lessor and the Vendor with respect thereto. On
the rental payment date next succeeding such Casualty Occurrence
the Lessee shall pay to the Lessor an amount equal to the rental
payment or payments in respect of such Unit due and payable
on such date plus a sum equal to the Casualty Value (as herein-
after defined) of such Unit determined as of the date of such
rental payment date in accordance with the schedule referred
to below. As of the rental payment date on which the Casualty
Value is due the rental for such Unit shall cease to accrue,
the term of this Lease as to such Unit shall terminate and
(except in the case of the loss, theft, complete destruction
or return to the Builder of such Unit) the Lessor shall be
entitled to recover possession of such Unit. Any Casualty
Value not paid when due shall accrue interest as provided in
§ 16 hereof. The Lessor hereby appoints the Lessee its agent
to dispose of any Unit suffering a Casualty Occurrence or any
component thereof, at the best price obtainable on an "as is,
where is" basis. Provided that the Lessee has previously paid
the Casualty Value to the Lessor, the Lessee shall be entitled
to the proceeds of such sale to the extent they do not exceed
the Casualty Value of such Unit, and shall pay any excess to
the Lessor.

The Casualty Value of each Unit as of the payment
date on which payment is to be made as aforesaid shall be
that percentage of the Purchase Price Of such Unit as is set
forth in Schedule B hereto opposite the rental payment



date succeeding the actual date of such Casualty Occurrence.

Whenever any Unit shall suffer a Casualty Occur-
rence after termination of this Lease and before such Unit
shall have been returned in the manner provided in § 14
hereof, the Lessee shall promptly and fully notify the Lessor
with respect thereto and pay to the Lessor an amount equal
to the Casualty Value of such Unit. Upon the making of any
such payment by the Lessee in respect of any Unit (except
in the case of the loss, theft or complete destruction of
such Unit), the Lessor shall be entitled to recover posses-
sion of such Unit, and the Lessee shall be entitled to the
proceeds of any sale to the extent they do not exceed the
Casualty Value of such Unit.

Except as hereinabove in this § 7 provided, the
Lessee shall not be released from its obligations hereunder
in the event of, and shall bear the risk of, any Casualty
Occurrence to any Unit from and after delivery and acceptance
thereof by the Lessee hereunder.

The Lessee will, at all times while this Lease is
in effect, at its own expense, cause to be carried and main-
tained property insurance in respect of the Units at the time
subject hereto, and public liability insurance, in amounts
and against risks comparable to those insured against by the
Lessee on equipment owned by it. Any policies of public
liability insurance carried in accordance with this paragraph
shall (i) require 30 days prior notice of cancelation to
the Lessor and the Beneficiaries and (ii) name the Lessor
and the Beneficiaries as additional named insureds as their
respective interests may appear and shall provide that in
respect of the interests of the Lessor and the Beneficiaries
in such policies, the insurance shall not be invalidated
by any action or inaction of the Lessee or any other person
(other than the Lessor or the Beneficiaries) and shall insure
the Lessor and the Beneficiaries regardless of any breach
or violation of any warranty, declaration or condition con-
tained in such policies by the Lessee or by any other
person (other than the Lessor or the Beneficiaries.)

§ 8. Reports. On or before March 31 in each
year, commencing with the calendar year 1977, the Lessee
will furnish to the Lessor and the Vendor an accurate state-
ment (a) setting forth as at the preceding December 31 the
amount, description and numbers of all Units then leased
hereunder and covered by the Security Documentation, the
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amount, description and numbers of all Units that have suf-
fered a Casualty Occurrence during the preceding calendar
year or are then undergoing repairs (other than running
repairs) or then withdrawn from use pending such repairs
(other than running repairs) and such other information
regarding the condition and state of repair of the Units
as the Lessor or the Vendor may reasonably request and (b)
stating that, in the case of all Units repainted or repaired
during the period covered by such statement, the numbers
and markings required by § 5 hereof and by the Security
Documentation have been preserved or replaced. The Lessor,
at its sole cost and expense, shall have the right by its
agents, to inspect the Units and the Lessee's records with
respect thereto at such reasonable times as the Lessor may
request during the continuance of this Lease.

§ 9. Disclaimer of Warranties; Compliance with
Laws and Rules; Indemnification. THE LESSOR MAKES NO WAR-
RANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, AS TO
THE DESIGN OR CONDITION OF, OR AS TO THE QUALITY OF THE
MATERIAL, EQUIPMENT OR WORKMANSHIP IN, THE UNITS DELIVERED
TO THE LESSEE HEREUNDER, AND THE LESSOR MAKES NO WARRANTY OF
MERCHANTABILITY OR FITNESS OF THE UNITS FOR ANY PARTICULAR
PURPOSE OR AS TO TITLE TO THE UNITS OR ANY COMPONENT THEREOF,
OR ANY OTHER REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED,
WITH RESPECT TO ANY UNIT, EITHER UPON DELIVERY THEREOF TO
THE LESSEE OR OTHERWISE, it being agreed that all such risks,
as between the Lessor and the Lessee, are to be borne by
the Lessee; but the Lessor hereby irrevocably appoints and
constitutes the Lessee its agent and attorney-in-fact during
the term of this Lease to assert and enforce from time to
time, in the name of and for the account of the Lessor and/or
the Lessee, as their interests may appear, at the Lessee's
sole cost and expense, whatever claims and rights the Lessor
may have against the Builder under the provisions of Items
3 and 4 of Annex A of the Security Documentation; provided,
however, that if at any time an Event of Default shall have
occurred and be continuing, the Lessor may assert and enforce,
at the Lessee's sole cost and expense, such claims and rights.
The Lessor shall have no responsibility or liability to the
Lessee or any other person with respect to any of the follow-
ing : (i) any liability, loss or damage caused or alleged
to be caused directly or indirectly by any Units or by any
inadequacy thereof or deficiency or defect therein or by any
other circumstances in connection therewith; (ii) the use,
operation or performance of any Units or any risks relating
thereto; (iii) any interruption of service, loss of business
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or anticipated profits or consequential damages; or (iv) the
delivery, operation, servicing, maintenance, repair, improve-
ment or replacement of any Units. The Lessee's delivery of
a Certificate of Acceptance shall be conclusive evidence as
between the Lessee and the Lessor that the Units described
therein are in all the foregoing respects satisfactory to
the Lessee, and the Lessee will not assert any claim of any
nature whatsoever against the Lessor based on any of the
foregoing matters.

Rider II

The Lessee agrees, for the benefit of the Lessor
and the Vendor, to comply in all respects ( inc lud ing without
l imi ta t ion , wi th respect to the use, maintenance and operation
of each U n i t ) wi th all applicable laws of the jur isdic t ions
in which its operations involving the Uni t s may extend, with
the interchange rules of the Association of American Railroads?
and wi th all l awfu l rules of the Uni ted States Department
of Transportat ion, the Interstate Commerce Commission and
any other legislative, executive, adminis t ra t ive or judic ia l
body exercising any power or ju r i sd ic t ion over the Uni t s ,
to the extent that such laws and rules a f fec t the title,
operation or use of the Units , and in the event that , prior
to the exp i ra t ion of the Lease or any renewal thereof, such
laws or rules require any alteration, replacement, addition
or modif icat ion of or to any par t on any Un i t , the Lessee
w i l l conform therewith at its own expense and the Lessor
will have title thereto; provided, however, if the United
States Internal Revenue Service advises that it will not
issue the R u l i n g (as def ined in the Par t ic ipat ion Agreement)
because of the requirement that the Lessee w i l l conform at
its own expense with any a l te ra t ion , replacement, addition
or modificat ion of or to any part on any U n i t which is not
readily removable wi thout causing material damage to the
U n i t r equ i red by such laws or rules ( h e r e i n a f t e r called
Nonremovable Government Mandated Alterat ior ts) , then such
requirement that Lessee conform at its own expense wi th such
Nonremovable Government Mandated Alterations shall be void
and ineffec t ive ab jjij_tj_o and, at the Lessor's expense, the
Lessee will conform w i t h such Nonremovable Government Mandated
Alterations and lease such Nonremovable Government Mandated
A l f c e r a t i o n s un t i l the t e rmina t ion of this Lease upon the
same terms and conditions as are herein specified at a ra te
which shall ma in t a in the Lessor 's net r e t u r n under this Lease
(computed on the same assumptions as u t i l i zed by the Lessor
in originally evaluat ing the lease t r ansac t ion ) . Notwith-
standing the preceding sentence, upon 30 days ' p r io r wr i t ten
notice to the Lessor, the Lessee may at its own expense,
in <jood fa i th , contest the validity or application of any
such law or ru le in any reasonable manner w h i c h does not,
in the opinion of the Lessor or the Vendor, adversely a f fec t
the property or r ights of the Lessor or the Vendor under
this Lease or under the Secur i ty Documentat ion. The Lessee,

__£i_*-j n_*^-fs AX-^VT* _/>,o_e:_*: C'-o.r^ ,~ ĵ -v-.. ,-v TV r-» r-i tft ^ r r^_jQ^>^v> v. r?L ti - .rvt^lrnTk r . _n*3/3_i_t_i_rxrrc_
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id at the Lessor's expense, the Lessee will conform wi
subh^Nonremovable Government Mandated Alterations andXfease
such wsmremovable Government Mandated Alter at ions^tffftil
the termlM^ation of this Lease upon the same tepms and condi-
tions as arexherein specified at a rate to he'negotiated
between the Leŝ siee and the Lessor. Notwj^fistanding subsec-
tions (a) and (b)Na^pve, upon 30 daysVx^rior written notice
to the lessor, the Lessee may at ita^own expense, in good
faith, contest the valic>i^y or application of any such law
or rule in any reasonable nranô r which does not, in the
opinion of the Lessor or tj>e*v«kndor, adversely affect the
property or rights of tj>€ LessorNar the Vendor under this
Lease or under the Security Documenba±ion. The modifications
and improvements tothe Units during thve^term of this Lease
provided that atfch additions, modificatioh>ssand immprovements
are readily^emovable without causing mater laS^d am age to
the Unitisx^The additions, modifications and
made hyc-he Lessee under the preceding sentence snaSJ be

by the Lessee and shall be removed by it upon t
j*(<turn of tho Unite purouant to S 14 hereof;

The Lessee agrees to indemnify, protect and hold
harmless the Lessor and the Vendor from and against all
losses, damages, injuries, liabilities, claims and demands
whatsoever, regardless of the cause thereof, and expenses
in connection therewith, including, but not limited to, coun-
sel fees and expenses, patent liabilities, penalties and
interest, arising out of or as the result of the entering
into or the performance of, or the occurrence of a default,
an event of default or an Event of Default under, the Secu-
rity Documentation, the Participation Agreement or this Lease,
the ownership of any Unit, the ordering, acquisition, use,
operation, condition, purchase, delivery, rejection, storage
or return of any Unit or any accident in connection with the
operation, use, condition, possession, storage or return
of any Unit resulting in damage to property or injury or
death to any person, except as otherwise provided in § 14
of this Lease, or the transfer of the security interest in
the Units by the Vendor pursuant to any provision of the
Security Documentation, The indemnities arising under this
paragraph do not include the payment of principal or interest
on the Conditional Sale Indebtedness (as defined in the Secu-
rity Documentation) and shall continue in full force and
effect notwithstanding the full payment of all obligations
under this Lease or the expiration or termination of the
term of this Lease.
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The Lessee agrees to prepare and deliver to the
Lessor within a reasonable time prior to the required date
of filing (or, to the extent permissible, file on behalf
of the Lessor) any and all reports (other than tax returns)
to be filed by the Lessor with any federal, state or other
regulatory authority by reason of the ownership by the Lessor
of the Units, the security interest of the Vendor in the
Units or the leasing thereof to the Lessee.

§ 10, Default. If, during the continuance of this
Lease, one or more of the following events (each such event
being herein sometimes called an Event of Default) shall
occur :

A. default shall be made in payment of any amount
provided for in §§ 3, 7 or 13 hereof, and such default
shall continue for five days;

B. SCL or L&N, as the case may be, shall make
or permit any unauthorized assignment or transfer of
this Lease, or any interest herein, or of the right
to possession of the Units, or any thereof;

C. default shall be made in the observance or per-
formance of any other of the covenants, conditions and
agreements on the part of SCL or L&N, as the case may
be, contained herein, in the Consent or in the Participa-
tion Agreement, and such default shall continue for
30 days after written notice from the Lessor or the
Vendor to SCL or L&N, as the case may be, specifying
the default and demanding that the same be remedied;

D. a petition for reorganization under Section 77
of the Bankruptcy Act, as now constituted or as said
Section 77 may hereafter be amended, shall be filed by
or against SCL or L&N, as the case may be, and, unless
such petition shall have been dismissed, nullified,
stayed or otherwise rendered ineffective (but then
only so long as such stay shall continue in force or
such ineffectiveness shall continue), all the obliga-
tions of SCL or L&N, as the case may be, under this
Lease or under the Consent shall not have been and shall
not continue to have been duly assumed in writing, pur-
suant to a court order or decree, by a trustee or trustees
appointed (whether or not subject to ratification) in
such proceedings in such manner that such obligations
shall have the same status as obligations incurred by
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such trustee or trustees, within 30 days after such
appointment, if any, or 60 days after such petition
shall have been filed, whichever shall be earlier;

E. any other proceedings shall be commenced by
or against SCL or L&N, as the case may be, for any
relief which includes, or might result in, any modi-
fication of the obligations of SCL or L&N, as the case
may be, hereunder or under the Consent, under any bank-
ruptcy or insolvency laws, or laws relating to the
relief of debtors, readjustments of indebtedness, reor-
ganizations, arrangements, compositions or extensions
(other than a law which does not permit any readjust-
ments of the obligations of SCL or L&N, as the case
may be, hereunder or under the Consent), and, unless
such proceedings shall have been dismissed, nullified,
stayed or otherwise rendered ineffective (but then
only so long as such stay shall continue in force or
such ineffectiveness shall continue), all the obliga-
tions of SCL or L&N, as the case may be, under this
Lease or under the Consent shall not have been and
shall not continue to have been duly assumed in writing,
pursuant to a court order or decree, by a trustee or
trustees or receiver or receivers appointed (whether
or not subject to ratification) for SCL or L&N, as
the case may be, or for the property of SCL or L&N,
as the case may be, in connection with any such pro-
ceedings in such manner that such obligations shall
have the same status as obligations incurred by such
a trustee or trustees or receiver or receivers, within
30 days after such appointment, if any, or 60 days
after such proceedings shall have been commenced,
whichever shall be earlier; or

F. an event of default set forth in Article 15 of
the Security Documentation shall have occurred arising
out of any default by SCL or L&N, as the case may be,
in performing any of its obligations hereunder or under
the Consent;

then, in any such case, the Lessor, at its option, may:

(a) proceed by appropriate court action or actions
either at law or in equity, to enforce performance by
the Lessee of the applicable covenants of this Lease or
to recover damages for the breach thereof including net
after-tax losses of federal and state income tax bene-
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fits to which the Lessor would otherwise be entitled
under this Lease; or

(b) by notice in writing to. the Lessee terminate
this Lease, whereupon all rights of the Lessee to the
use of the Units so terminated shall absolutely cease
and terminate as though this Lease had never been made,
but the Lessee shall remain liable as hereinafter pro-
vided; and thereupon the Lessor may by its agents enter
upon the premises of the Lessee or other premises where
any of the Units so terminated may be and take posses-
sion of all or any of such Units and thenceforth hold,
possess and enjoy the same free from any right of the
Lessee, or its successors or assigns, to use the Units
for any purposes whatever; but the Lessor shall, never-
theless, have a right to recover from the Lessee any
and all amounts which under the terms of this Lease
may be then due or which may have accrued to the date
of such termination (computing the rental for any num-
ber of days less than a full rental period by multi-
plying the rental for such full rental period by a
fraction of which the numerator is such number of days
and the denominator is the total number of days in
such full rental period) and also to recover forthwith
from the Lessee as damages for loss of the bargain
and not as a penalty whichever of the following amounts
which the Lessor, in its sole discretion, shall specify
(x) a sum, with respect to each Unit, which represents
(A) the excess of the present value, at the time of
such termination, of the entire unpaid balance of all
rental for such Unit which would otherwise have accrued
hereunder from the date of such termination to the end
of the term of this Lease as to such Unit over the then
present value of the rentals which the Lessor reasonably
estimates to be obtainable for the Unit during such
period, such present value to be computed in each case
on the basis of a 5% per annum discount, compounded
semiannually from the respective dates upon which rentals
would have been payable hereunder had this Lease not
been terminated, plus (B) any damages and expenses,
including reasonable attorneys' fees, in addition thereto
which the Lessor shall have sustained by reason of the
breach of any covenant, representation or warranty of
this Lease other than for the payment of rental, plus
(C) an amount which, after deduction of all taxes
required to be paid by the Lessor and each Beneficiary
in respect of the receipt thereof under the laws of the
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United States of America or any political subdivision
thereof, or any taxing jurisdiction of any foreign
government, shall, in the reasonable opinion of each
Beneficiary, cause the Lessor's or each such Benefici-
ary's net return under this Lease to be equal to the
net return that would have been available to the Lessor
or each Beneficiary if it had been entitled to utiliza-
tion of all or such portion of the Investment Credit (as
defined in Paragraph 11 of the Participation Agreement)
lost, not claimed, not available for claim, disallowed
or recaptured by or from the Lessor or the Beneficiaries
as a result of the breach of one or more of the represen-
tations, warranties and covenants made by the Lessee in
Paragraph 11 of the Participation Agreement or any pro-
vision of this Lease or the sale or other disposition
of the Lessor's or Beneficiaries' interest in any Unit
after the occurrence of an Event of Default, plus such
sum as shall, in the reasonable opinion of each Benefi-
ciary, cause the Lessor's or such Beneficiary's net
return under this Lease to be equal to the net return
that would have been available to the Lessor or such
Beneficiary if it had been entitled to utilization of
all or such portion of the ADR Deduction and Interest
Deduction (as each is defined in Paragraph 11 of the
Participation Agreement) which was lost, not claimed,
not available for claim or disallowed or recaptured
in respect of a Unit as a result of the breach of one
or more of the representations, warranties and covenants
made by the Lessee in the Participation Agreement or any
provision of this Lease, the inaccuracy of any statement
in any letter or document furnished to the Lessor or
such Beneficiary by the Lessee, the termination of this
Lease, the Lessee's loss of the right to use such Unit
or the sale or other disposition of the Lessor's interest
in such Unit after the occurrence of an Event of Default
plus such sum as will pay or reimburse the Lessor and
such Beneficiary for any interest, additions to tax,
or penalties incurred in connection with the Investment
Credit, ADR Deduction or Interest Deduction which is
lost, not claimed, not available for claim, disallowed
or recaptured or (y) an amount equal to the excess, if
any, of the Casualty Value as of the rental payment
date on or next preceding the date of termination over
the net proceeds of the sale of the Equipment if sold,
or, if not sold at such time, the amount the Lessor
reasonably estimates to be the sales value of such Unit
at such time.
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In addition, the Lessee shall be liable, except as otherwise
provided above, for any and all unpaid amounts due hereunder
before, during or after the exercise of any of the foregoing
remedies and for all reasonable attorneys' fees and other
costs and expenses incurred by reason of the occurrence of
any Event of Default or the exercise of the Lessor's remedies
with respect thereto, including all costs and expenses
incurred in connection with the return of any Unit.

The remedies in this Lease provided in favor of the
Lessor shall not be deemed exclusive, but shall be cumulative
and may be exercised concurrently or consecutively, and shall
be in addition to all other remedies in its favor existing at
law or in equity. The Lessee hereby waives any mandatory
requirements of law, now or hereafter in effect, which might
limit or modify the remedies herein provided, to the extent
that such waiver is not, at the time in question, prohibited
by law. The Lessee hereby waives any and all existing or
future claims to any offset against the rental payments due
hereunder, and agrees to make such payments regardless of any
offset or claim which may be asserted by the Lessee or on its
behalf.

Except as otherwise provided in this Lease and
the Security Documentation, the Lessee, to the full extent
permitted by law, hereby waives all statutory or other legal
requirements for any notice of any kind, notice of intention
to take possession of or to sell or lease the Equipment, or
any one or more units thereof, and any other requirements as
to the time, place and terms of the sale or lease thereof,
any other requirements with respect to the enforcement of
the Vendor's rights under this Agreement and the Security
Documentation and any and all rights of the redemption.

The failure of the Lessor to exercise the rights
granted it hereunder upon the occurrence of any of the con-
tingencies set forth herein shall not constitute a waiver
of any such right upon the continuation or recurrence of
any such contingencies or similar contingencies.

§ 11. Return of Units Upon Default. If this Lease
shall terminate pursuant to § 10 hereof, the Lessee shall
forthwith deliver possession of the Units to the Lessor.
Each Unit so delivered shall be in the same operating order,
repair and condition as when originally delivered to the
Lessee, reasonable wear and tear excepted, and meet the
standards then in effect under the Interchange Rules of
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the Association of American Railroads applicable to rail-
road equipment of the same type as the Units. For the purpose
of delivering possession of any Unit or Units to the Lessor
as above required, the Lessee shall at its own cost, expense
and risk:

(a) forthwith and in the usual manner {including,
but not by way of limitation, giving prompt telegraphic
and written notice to the Association of American Rail-
roads and all railroads to which any Unit or Units
have been interchanged to return the Unit or Units
so interchanged) place such Units upon such storage
tracks of the Lessee or any of its affiliates as the
Lessor reasonably may designate;

(b) permit the Lessor to store such Units on such
tracks at the risk of the Lessee without charge for
insurance, rent or storage until such Units have been
sold, leased or otherwise disposed of by the Lessor;
and

(c) transport the same to any place on the lines
of railroad operated by the Lessee or any of its affili-
ates or to any connecting carrier for shipment, all
as directed by the Lessor.

The assembling, delivery, storage, insurance and transporting
of the Units as hereinbefore provided shall be at the expense
and risk of the Lessee and are of the essence of this Lease,
and upon application to any court of equity having jurisdic-
tion in the premises the Lessor shall be entitled to a decree
against the Lessee requiring specific performance of the
covenants of the Lessee so to assemble, deliver, store and
transport the Units. During any storage period, the Lessee
will, at its own cost and expense, insure, maintain and keep
the Equipment in good order and repair and will permit the
Lessor or any person designated by it, including the autho-
rized representative or representatives of any prospective
purchaser of any such Unit, to inspect the same. All gross
amounts earned in respect of the Units after the date of ter-
mination of this Lease shall belong to the Lessor and, if
received by the Lessee, shall be promptly turned over to the
Lessor. In the event any Unit is not assembled, delivered
and stored, as hereinabove provided, within 60 days after such
termination, the Lessee shall, in addition, pay to the Lessor
for each day thereafter an amount equal to the amount, if any,
by which .02627% of the Purchase Price of such Unit for each
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such day exceeds all gross amounts earned with respect to such
Unit and received by the Lessor for each such day.

Without in any way limiting the obligation of
the Lessee under the foregoing provisions of this § 11, the
Lessee hereby irrevocably appoints the Lessor as the agent
and attorney of the Lessee, with full power and authority,
at any time while the Lessee is obligated to deliver posses-
sion of any Unit to the Lessor, to demand and take possession
of such Unit in the name and on behalf of the Lessee from
whomsoever shall be in possession of such Unit at the time.

§ 12. Assignment; Possession and Use. This Lease
shall be assignable in whole or in part by the Lessor without
the consent of the Lessee, but the Lessee shall be under no
obligation to any assignee of the Lessor except upon written
notice of such assignment from the Lessor. All the rights
of the Lessor hereunder (including, but not limited to, the
rights under §§ 6, 7, 9 and 10 and the rights to receive
the rentals payable under this Lease) shall inure to the ben-
efit of the Lessor's assigns (including the Vendor).

So long as the Lessee shall not be in default under
this Lease and no event of default shall exist under the
Security Documentation, the Lessee shall be entitled to the
possession and use of the Units in accordance with the terms
of this Lease and the Security Documentation, but, without
the prior written consent of the Lessor, the Lessee shall
not assign or transfer its leasehold interest under this
Lease in the Units or any of them. The Lessee, at its own
expense, will promptly pay or discharge any and all sums
claimed by any party which, if unpaid, might become a lien,
charge, security interest or other encumbrance (other than
an encumbrance created by the Lessor or the Vendor or result-
ing from claims against the Lessor or the Vendor not related
to the ownership of the Units) upon or with respect to any
Unit, including any accession thereto, or the interest of
the Lessor, the Vendor or the Lessee therein, and will
promptly discharge any such lien, claim, security interest
or encumbrance which arises. The Lessee shall not, without
the prior written consent of the Lessor, part with the pos-
session or control of, or suffer or allow to pass out of
its possession or control, any of the Units, except to the
extent permitted by the provisions of the immediately suc-
ceeding paragraph.

So long as there shall be no default under this
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Lease or under the Security Documentation, the Lessee shall
be entitled to the possession of the Units and to the use
of the Units by it or any afriliate upon lines of railroad
owned or operated by it or any such affiliate or upon lines
of railroad over which the Lessee or any such affiliate
has trackage or other operating rights or over which railroad
equipment of the Lessee or any such affiliate is regularly
operated pursuant to contract, and also to permit the use
of the Units upon connecting and other carriers pursuant to
run-through agreements, but only upon and subject to all the
terms and conditions of this Lease and the Security Documen-
tation; provided, however, that the Lessee shall not use, or
permit the use of, any Unit in regular service involving the
operation and maintenance thereof outside the United States of
America. The Lessee may receive and retain compensation
for such use from other railroads so using any of the Units.

Nothing in this § 12 shall be deemed to restrict
the right of SCL or L&N to assign or transfer its interest
under this Lease in the Units or possession of the Units to
any railroad corporation incorporated under the laws of any
state of the United States of America or the District of
Columbia (which shall have duly assumed the obligations of
the Lessee hereunder and under the Participation Agreement
and the Consent) into or with which it shall have become
merged or consolidated or which shall have acquired its
property as an entirety or substantially as an entirety,
provided that such assignee or transferee will not, upon
the effectiveness of such merger, consolidation or acquisi-
tion, be in default under any provision of this Lease.

§ 13. Renewal and Purchase Options. Provided
that this Lease has not been earlier terminated and the
Lessee is not in default hereunder, the Lessee may by writ-
ten notice delivered to the Lessor not less than six months
prior to the end of the original term or the first extended
term of this Lease, as the case may be, elect (a) to extend
the term of this Lease in respect of all but not fewer than
all of the Units then covered by this Lease, for an addi-
tional three-year period commencing on the scheduled expira-
tion of the original term or the first extended term of this
Lease, as the case may be, provided that no such extended
term extends beyond July 15, 1997, at the then "Fair Market
Rental" payable in semiannual payments on January 15 and
July 15 in each year of such extended term and (b) to pur-
chase all, but not less than all, the Units covered by this
Lease at the end of such original term or any such extended
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term of this Lease for a purchase price equal to the "Fair
Market Value" of such Units as of the end of such original
terra or such extended term of this Lease, as the case may be.

Fair Market Rental shall be determined on the basis
of, and shall be equal in amount to, the rental which would
obtain in an arm's-length transaction between an informed and
willing lessee (other than a lessee currently in possession)
and an informed and willing lessor under no compulsion to
lease and, in such determination, costs of removal from
the location of current use shall not be a deduction from
such rental.

Fair Market Value shall be determined on the basis
of, and shall be equal in amount to, the value which would
obtain in an arm's-length transaction between an informed
and willing buyer-user (other than (i) a lessee currently
in possession or (ii) a used equipment dealer) and an
informed and willing seller under no compulsion to sell
and, in such determination, costs of removal from the loca-
tion of current use shall not be a deduction from such
value.

If, after 30 days from the giving of notice by
the Lessee of the Lessee's election to extend the term of
this Lease or to purchse the Units, the Lessor and the Lessee
are unable to agree upon a determination of the Fair Market
Rental or Fair Market Value, as the case may be, of the Units,
such rental or value shall be determined in accordance with
the foregoing definition by the following procedure: If
either party to such determination shall have given written
notice to the other requesting determination of such rental
or value by this appraisal procedure, the parties shall con-
sult for the purpose of appointing a qualified independent
appraiser by mutual agreement. If no such appraiser is so
appointed within 20 business days after such notice is given,
each party shall appoint an independent appraiser within
25 business days after such notice is given, and the two
appraisers so appointed shall within 35 business days after
such notice is given appoint a third independent appraiser.
If no such third appraiser is appointed within 35 business
days after such notice is given, either party may apply, to
make such appointment, to the American Arbitration Associa-
tion, and both parties shall be bound by any appointment so
made. Any appraiser or appraisers appointed pursuant to the
foregoing procedure shall be instructed to determine the
Fair Market Rental or Fair Market Value, as the case may
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after such Owner has notified the Lessee of its intent
not to contest such adjustment;

(ii) notwithstanding any other opinion previously
rendered in respect of the transactions contemplated
by this Agreement, Messrs. Miller and Chevalier or Other
Independent Counsel render a written opinion within
the Prescribed Period after receiving a request for
such opinion that there is a reasonable basis to contest
such adjustment or proposed adjustment, as the case
may be; and

(iii) all reasonable out-of-pocket expenses, includ-
ing, without limitation, the fees and disbursements
of Messrs. Miller and Chevalier or Other Independent
Counsel, paid or incurred by the Owners in connection
with this Paragraph shall be payable by Itel Leasing
Corporation pursuant to a letter agreement of even
date herewith.

If the Lessee does not request such Owner to con-
test such adjustment or proposed adjustment within 20 days
after the Owner has given it notice of such adjustment, or
if Messrs. Miller and Chevalier or Other Independent Counsel
do not render a written opinion within the Prescribed Period
after receiving a request for such opinion that there is
a reasonable basis on which to contest such adjustment or
proposed adjustment, the portion of the Investment Credit,
Interest Deduction or ADR Deduction, so adjusted or proposed
to be adjusted shall be deemed a Loss for the purposes of
Paragraph ll(d) for all Owners.

(h) If an Owner shall contest an adjustment or
proposed adjustment administratively in accordance with
Paragraph 11(g) hereof and not prevail in the opinion of
such Owner's tax counsel, such Owner shall be under no obli-
gation to contest such adjustment, assessment, or deficiency,
in respect to which the Lessee may be required to indemnify
such Owner in accordance with Paragraph ll(d) in the United
States Tax Court, the United States Court of Claims, or any
District Court of the United States of competent jurisdic-
tion unless:

(i) the Lessee requests such Owner to contest
such adjustment or proposed adjustment, assessment,
or deficiency within 20 days after such Owner has
notified the Lessee of its intent not to make such
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connecting carrier for shipment, all as,directed by the Lessor,
the movement and storage of such Units to be at the expense
and risk of the Lessee. During any such storage period the
Lessee will permit the Lessor or any person designated by it,
including the authorized representative or representatives
of any prospective purchaser, lessee or user of such Unit,
to inspect the same; provided, however, that the Lessee shall
not be liable, except in the case of negligence of the Lessee
or of its employees or agents, for any injury to, or the
death of, any person exercising, either on behalf of the
Lessor or any prospective purchaser, lessee or user, the
rights of inspection granted under this sentence. Each Unit
returned to the Lessor pursuant to this § 14 shall (i) be
in the same operating order, repair and condition as when
originally delivered to the Lessee, reasonable wear and tear
excepted, and (ii) meet the standards then in effect under
the Interchange Rules of the Association of American Rail-
roads and/or the applicable rules of any governmental agency
or other organization with jurisdiction. The assembling,
delivery, storage and transporting of the Units as herein-
before provided are of the essence of this Lease, and upon
application to any court of equity having jurisdiction in the
premises, the Lessor shall be entitled to a decree against
the Lessee requiring specific performance of the covenants
of the Lessee so to assemble, deliver, store and transport
the Units. All gross amounts earned in respect of the Units
after the date of termination of this Lease shall belong to
the Lessor and, if received by the Lessee, shall be promptly
turned over to the Lessor. In the event any Unit is not
assembled, delivered and stored, as hereinabove provided,
within 60 days after such termination, the Lessee shall,
in addition, pay to the Lessor for each day thereafter an
amount equal to the amount, if any, by which .02627% of the
Purchase Price of such Unit for each such day exceeds the
actual earnings received by the Lessor on such Unit for
each such day.

§ 15. Recording. The Lessee, at its own expense,
will cause this Lease, the Lease Assignment, the Security
Documentation and the Assignment to be filed and recorded
with the Interstate Commerce Commission in accordance with
Section 20c of the Interstate Commerce Act. The Lessee will
(at its own expense) undertake the filing, registering, deposit,
and recording required of. the Lessor under the Security Doc-
umentation and will from time to time do and perform any other
act and will execute, acknowledge, deliver, file, register,
record (and will refile, reregister, deposit and redeposit
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or rerecord whenever required) any and all further instruments
required by law or reasonably requested by the Lessor or the
Vendor for the purpose of proper protection, to their satis-
faction, of the Vendor's and the Lessor's respective interests
in the Units, or for the purpose of carrying out the intention
of this Lease, the Security Documentation, the Assignment and
the Lease Assignment; and SCL or L&N will promptly furnish
to the Vendor and the Lessor evidence of all such filing,
registering, depositing or recording, and an opinion of
counsel for SCL or L&N with respect thereto satisfactory
to the Vendor and the Lessor. This Lease and the Security
Documentation shall be filed and recorded with the Inter-
state Commerce Commission prior to the delivery and accep-
tance hereunder of any Unit.

§ 16. Interest on Overdue Rentals. Anything to the
contrary herein contained notwithstanding, any nonpayment of
rentals and other obligations due hereunder, including without
limitation §§ 3, 6, 7, 9 and 10 hereof, shall result in
the obligation on the part of the Lessee promptly to pay,
to the extent legally enforceable, an amount equal to 14%
per annum of the overdue rentals and other obligations
for the period of time during which they are overdue or
such lesser amount as may be legally enforceable.

§ 17. Notices. Any notice required or permitted
to be given by either party hereto to the other shall be
deemed to have been given when mailed, first class, postage
prepaid, addressed as follows:

(a) if to the Lessor, at 15th Street and Pennsyl-
vania Avenue, N.W., Washington, D.C. 20013, with copies
to the Beneficiaries to Cargill Leasing Corporation,
at Cargill Building, Minneapolis, Minnesota 55402,
attention of General Manager and to Ford Motor Credit
Company at The American Road, Dearborn, Michigan
48121, attention of Vice President-CIR Financing, and
to ITEL Leasing Corporation, One Embarcadero Center,
San Francisco, California 94111, attention of Contract
Administration;

(b) if to the Lessee, for SCL at 3600 West Broad
Street, Richmond, Virginia 23230, attention: L. G.
Anderson, Esq., Vice President and Treasurer, and for
L&N at 908 West Broadway, Louisville, Kentucky 40201,
attention: C. Hayden Edwards, Esq., Vice President,
Secretary and Treasurer;
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or addressed to either party at such other address as such
party shall hereafter furnish to the other party in writing.
Copies of each such notice shall be given to the Vendor at
One Madison Avenue, New York, N. Y. 10010.

§ 18. Severability; Effect and Modification of
Lease. Any provision of this Lease which is prohibited or
unenforceable in any jurisdiction, shall be, as to such jur-
isdiction, ineffective to the extent of such prohibition or
unenforceability without invalidating the remaining provi-
sions hereof, and any such prohibition or unenforceability
in any jurisdiction shall not invalidate or render unenforce-
able such provision in any other jurisdiction.

Except for the Participation Agreement, this Lease
exclusively and completely states the rights of the Lessor
and the Lessee with respect to the leasing of the Units and,
except for the Participation Agreement, supersedes all other
agreements, oral or written, with respect thereto. No variation
or modification of this Lease and no waiver of any of its pro-
visions or conditions shall be valid unless in writing and
signed by duly authorized signatories for the Lessor and the
Lessee.

§ 19. No Recourse. It is expressly understood and
agreed by and between the parties hereto, anything herein to
the contary notwithstanding, that each and all of the repre-
sentations, undertakings and agreements herein made on the
part of the Lessor are each and every one of them made and
intended not as personal representations, undertakings and
agreements of American Security and Trust Company, or for
the purpose or with the intention of binding said Trust Com-
pany personally, but are made and intended for the purpose
of binding only the Trust Estate as such term is used in
the Trust Agreement, and this Lease is executed and delivered
by the said Trust Company solely in the exercise of the
powers expressly conferred upon the said Trust Company as
trustee under said Trust Agreement; and that no personal
liability or personal responsibility is assumed by or shall
at any time be asserted or enforceable against said Trust
Company or on account of any representation, undertaking
or agreement of said Trust Company as Lessor, either expressed
or implied, all such personal liability, if any, being
expressly waived and released by the Lessee and by all per-
sons claiming by, through or under the Lessee.

§ 20. Agreements for Benefit of Beneficiaries. All
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rights of the Lessor hereunder (including, but not limited
to, its rights under §§ 6, 7, 9 and 10 and the right to
receive the rentals payable under this Lease) shall inure
to the benefit of the Beneficiaries and any of the Benefici-
aries' assigns under the Trust Agreement.

§ 21. Execution. This Lease may be executed in
several counterparts, such counterparts together constituting
but one and the same instrument, but the counterpart delivered
to the Vendor pursuant to the Lease Assignment to the Vendor
shall be deemed to be the original and all other counterparts
shall be deemed duplicates thereof. Although for convenience
this Lease is dated as of the date first set forth above, the
actual date or dates of execution hereof by the parties hereto
is or are, respectively, the date or dates stated in the
acknowledgments hereto annexed.

§ 22. Law Governing. The terms of this Lease and all
rights and obligations hereunder shall be governed by the laws
of New York; provided, however, that the parties shall be entitled
to all rights conferred by Section 20c of the Interstate Commerce
Act.

§ 23. Joint and Several Obligations. SCL and L&N
hereby agree that they are jointly and severally liable for
all obligations of the Lessee hereunder.

IN WITNESS WHEREOF, the parties hereto have executed
or caused this instrument to be executed as of the date first
above written.

AMERICAN SECURITY AND TRUST COMPANY,
as Trustee,

Vice President
[Corporate Seal]

Attest:

As si stan t Secr e far y
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[Corporate Seal]

Attest:

SEABOARD COAST LINE RAILROAD
COMPANY,

by

Vice President and Treasurer

Assistant Secretary

[Corporate Seal]

Attest:

LOUISVILLE AND NASHVILLE RAILROAD
COMPANY,

by

Vice President, Secretary and
Treasurer

Assistant Secretary



DISTRICT OF COLUMBIA, ) ss.:

On this 9 day Qtfir8&t*A& 1976, before me per-
sonally appeared /£ 2>. ./f/2£6+j , to me
personally known, who, being by me duly sworn, says that he
is a Vice President of AMERICAN SECURITY AND TRUST COMPANY,
that one of the seals affixed to the foregoing instrument
is the corporate seal of said Trust Company, that said
instrument was signed and sealed on behalf of said Trust
Company by authority of its Board of Directors, and he
acknowledged that the execution of the foregoing instrument
was the free act and deed of said Trust Company.

Notary Public

[Notarial Seal]

My Commission expires ~



COMMONWEALTH OF VIRGINIA, )
) ss. :

CITY OF RICHMOND, )

On this day of 1976, before me per-
sonally appeared Leonard G. Anderson, to me personally known,
who, being by me duly sworn, says that he is Vice President
and Treasurer of SEABOARD COAST LINE RAILROAD COMPANY, that
one of the seals affixed to the foregoing instrument is
the corporate seal of said corporation, that said instrument
was signed and sealed on behalf of said corporation by
authority of its Board of Directors, and he acknowledged
that the execution of the foregoing instrument was the free
act and deed of said corporation.

Notary Public

[Notarial Seal]

My Commission expires



STATE OF KENTUCKY, )
) ss. :

COUNTY OF JEFFERSON, )

On this day of 1976, before me per-
sonally appeared C. Hayden Edwards, to me personally known,
who, being by me duly sworn, says that he is Vice President,
Secretary and Treasurer of LOUISVILLE AND NASHVILLE RAILROAD
COMPANY, that one of the seals affixed to the foregoing
instrument is the corporate seal of said corporation, that
said instrument was signed and sealed on behalf of said
corporation by authority of its Board of Directors, and
he acknowledged that the execution of the foregoing instrument
was the free act and deed of said corporation.

Notary Public

[Notarial Seal]

My Commission expires



SCHEDULE A TO LEASE

Lessee's
Road Numbers

Type Quantity* (Both Inclusive)*

100-ton open top 180 CRR 57000-57179
(coal) hopper cars
AAR designation:
HT

* The units set forth above include units which may be
delivered under another lease. Upon delivery and acceptance
of all Units under the Lease, an appropriate supplement will
be entered into setting forth the specific identifying road
numbers covered by the Lease.



SCHEDULE B TO LEASE

Casualty Values

Date

Item 1. July 15, 1976
January 15, 1977
July 15, 1977
January 15, 1978
July 15, 1978
January 15, 1979
July 15, 1979
January 15, 1980
July 15, 1980
January 15, 1981
July 15, 1981
January 15, 1982
July 15, 1982
January 15, 1983
July 15, 1983
January 15, 1984
July 15, 1984
January 15, 1985
July 15, 1985
January 15, 1986
July 15, 1986
January 15, 1987
July 15, 1987
January 15, 1988
July 15, 1988
January 15, 1989
July 15, 1989
January 15, 1990
July 15, 1990
January 15, 1991
July 15, 1991 and thereafter

Percentage of
Purchase Price

104.4008%
104.9041
105.0013
104.8475
104.4122
103.7431
102.8080
94.9854
94.5821
92.9694
91.1311
82.4472
80.3137
78.0764
75.7304
66.6035
64.0237
61.3315
58.5214
55.6177
52.6608
49.6552
46.6350
43.5607
40.4640
37.3094
34.1300
30.8944
27.6378
24.3270
20.0000

As defined in the Security Documentation.



LEASE OF RAILROAD EQUIPMENT

Dated as of December 15, 1975

among

SEABOARD COAST LINE RAILROAD COMPANY,

LOUISVILLE AND NASHVILLE RAILROAD COMPANY

and

AMERICAN SECURITY AND TRUST COMPANY,
as Trustee



LEASE OF RAILROAD EQUIPMENT dated as
of December 15, 1975, among SEABOARD COAST
LINE RAILROAD COMPANY, a corporation of Vir-
ginia, and LOJISVILLE AND NASHVILLE RAILROAD
COMPANY, a corporation of Kentucky, which
two railroad companies operate, among other
lines of railroad, the line known as "CLINCH-
FIELD RAILROAD COMPANY", leased from Carolina,
Clinchfield and Ohio Railway and Carolina,
Clinchfield and Ohio Railway of South Carolina
(which first two named railroad companies are
hereinafter individually called SCL and L&N,
respectively, and collectively called the
Lessee) and AMERICAN SECURITY AND TRUST
COMPANY, as Trustee (hereinafter called the
Lessor) under a Trust Agreement dated as of
the date hereof (hereinafter called the Trust
Agreement) with Cargill Leasing Corporation
and Ford Motor Credit Company (hereinafter
called the Beneficiaries).

WHEREAS the Lessor is entering into a Conditional
Sale Agreement dated as of the date hereof (hereinafter called
the Security Documentation) with Bethlehem Steel Corporation
(hereinafter called the Builder), wherein the Builder has
agreed to manufacture, sell and deliver to the Lessor the
units of railroad equipment described in Schedule A hereto
or such greater or lesser number as provided in the Security
Documentation, as evidenced by an amended Schedule A (herein-
after called the Units);

WHEREAS the Builder is assigning its interests in
the Security Documentation pursuant to an Agreement and Assign-
ment (hereinafter called the Assignment) to Metropolitan
Life Insurance Company (said insurance company being herein-
after together with its successors and assigns called the
Vendor), as Investor under the terms of a Participation Agree-
ment dated as of the date hereof (hereinafter called the
Participation Agreement) with the Lessee, the Lessor and
the Beneficiaries;

WHEREAS the Lessee desires to lease such number
of Units as are delivered and accepted and settled for under
the Security Documentation at the rentals and for the terms
and upon the conditions hereinafter provided; and



WHEREAS the Lessor will assign this Lease for
security to the Vendor pursuant to an Assignment of Lease
and Agreement (hereinafter called the Lease Assignment) and
the Lessee will consent to the Lease Assignment pursuant
to a Lessee's Consent and Agreement (hereinafter called the
Consent) ;

NOW, THEREFORE, in consideration of the premises
and of the rentals to be paid and the covenants hereinafter
mentioned to be kept and performed by the Lessee, the Lessor
hereby leases the Units to the Lessee upon the following
terms and conditions:

§ 1. Net Lease. This Lease is a net lease and the
Lessee shall not be entitled to any abatement of rent, reduc-
tion thereof or setoff against rent, including, but not lim-
ited to, abatements, reductions or setoffs due or alleged to
be due by reason of any past, present or future claims of
the Lessee against the Lessor under this Lease or under the
Security Documentation, or against the Builder or the Vendor
or otherwise; nor, except as otherwise expressly provided
herein, shall this Lease terminate, or the respective obliga-
tions of the Lessor or the Lessee be otherwise affected,
by reason of any defect in or damage to or loss of possession
or loss of use or destruction of all or any of the Units
from whatsoever cause, any liens, encumbrances or rights
of others with respect to any of the Units, the prohibition
of or other restriction against the Lessee's use of all
or any of the Units, the interference with ;such use by any
person or entity, the invalidity or unenforceability or
lack of due authorization of this Lease, any insolvency
of or any bankruptcy, reorganization or similar proceeding
against the Lessee, or for any other cause whether similar
or dissimilar to the foregoing, any present or future law
to the contrary notwithstanding, it being the intention
of the parties hereto that the rents and other amounts payable
by the Lessee hereunder shall continue to be payable in
all events in the manner and at the times herein provided
unless the obligation to pay the same shall be terminated
pursuant to the express provisions of this Lease. To the
extent permitted by applicable law, the Lessee hereby waives
any and all rights which it may now have or which at any
time hereafter may be conferred upon it, by statute or other-
wise, to terminate, cancel, quit or surrender the lease
of any of the Units except in accordance with the express
terms hereof. Each rental or other payment made by the



Lessee hereunder shall be final and the Lessee shall not
seek to recover all or any part of such payment from the
Lessor for any reason whatsoever.

§ 2. Delivery and Acceptance of^Units. The Lessor
hereby appoints the Lessee its agent for inspection and accep-
tance of the Units pursuant to the Security Documentation.
The Lessor will cause each Unit to be delivered to the Lessee
at the point or points within the United States of America at
which such Unit is delivered to the Lessor under the Security
Documentation. Upon such delivery, the Lessee will cause an
employee of SCL, L&N or Clinchfield Railroad Company to
inspect the same, and if such Unit is found to be acceptable,
to accept delivery of such Unit and execute and deliver to
the Lessor a certificate of acceptance (hereinafter called
the Certificate of Acceptance) in accordance with the provi-
sions of Article 3 of the Security Documentation, stating
that such Unit has been inspected and accepted on behalf of
the Lessee and the Lessor on the date of such Certificate
of Acceptance and is marked in accordance with § 5 hereof,
whereupon, except as provided in the next sentence hereof,
such Unit shall be deemed to have been delivered to and
accepted by the Lessee and shall be subject thereafter to
all the terms and conditions of this Lease, The delivery,
inspection and acceptance hereunder of any Unit excluded
from the Security Documentation pursuant to the first para-
graph of Article 4 thereof shall be null and void and
ineffective to subject such unit to this Lease.

The Builder hereby represents that the entering
into of this Agreement and performance by it of the trans-
actions contemplated hereby is not pursuant, or in furtherance
of, any plan, arrangement or understanding made on its behalf
arising out of, in connection with or in any manner related
to any prior, existing or presently contemplated investment
in, or transaction or relationship with, the Assignee with
respect to any employee benefit plan or related trust (within
the meaning of the Employee Retirement Income Security Act
of 1974 or the Internal Revenue Code of 1954, as amended)
of the Builder or any of its affiliates.

§ 3. Rentals. The Lessee agrees to pay to the
Lessor, as rental for each Unit subject to this Lease, one
interim rental payment on July 15, 1976, and thereafter
30 consecutive semiannual payments payable on January 15
and July 15 of each year commencing January 15, 1977. The
interim rental.payment payable on July 15, 1976, shall be



in an amount equal to .02708% of the Purchase Price (as
defined in the Security Documentation) of each Unit then
subject to this Lease from the Closing Date (as defined in
the Security Documentation) for each day to July 15, 1976.
The 30 semiannual rental payments shall each be in an amount
equal to 4.73011% of the Purchase Price of each Unit then
subject to this Lease.

The rental payments hereinbefore set.forth are
subject to adjustment pursuant to Paragraph 11 of the Par-
ticipation Agreement.

If any of the semiannual rental payment dates
referred to above is not a business day the semiannual ren-
tal payment otherwise payable on such date shall be payable
on the next succeeding business day. The term "business
day" as used herein means a calendar day, excluding Saturdays,
Sundays and any other day on which banking institutions in
New York, New York, are authorized or obligated to remain
closed.

Unless the Assignment is not executed and delivered,
the Lessor irrevocably instructs the Lessee to make all the
payments provided for in this Lease, other than the payments
provided for in §§ 6 (except indemnification payments owing
to the Vendor pursuant to Articles 6 and 13 of the Security
Documentation) and 9 hereof, but including without limitation
the payments provided for in this § 3 and in § 7 hereof,
at the principal office of the Vendor until the Vendor shall
have been paid the full indebtedness in respect of the Pur-
chase Price of the Equipment (as defined in the Security
Documentation), together with interest and all other payments
required by the Security Documentation, for the account
of the Lessor in care of the Vendor, with instructions to
the Vendor (subject to the provisions of the Consent) first,
to apply such payments to satisfy the obligations of the
Lessor under the Security Documentation, and second, so
long as no event of default or event which with the lapse
of time and/or demand provided for in the Security Documenta-
tion could constitute an event of default under the Security
Documentation shall have occurred and be continuing, to
pay any balance promptly to the Lessor at such place as
the Lessor shall specify in writing. The Lessee agrees
to make each payment provided for herein as contemplated
by this paragraph in Federal or other funds immediately
available to the Vendor or as otherwise provided in the
Lease Assignment and the Consent, by 11:00 a.m., local time,



on the date such payment is due.

§ 4. Term of Lease. The term of this Lease as to
each Unit shall begin on the date of delivery and acceptance
of such Unit hereunder and, subject to the provisions of §§ 7,
10 and 13 hereof, shall terminate on the date on which the
final payment of rent in respect thereof is due pursuant to
§ 3 hereof. The obligations of the Lessee hereunder (includ-
ing, but not limited to, the obligations under §§ 6, 7, 9 and
14 hereof) shall survive the expiration of the term of this
Lease.

Notwithstanding anything to the contrary contained
herein, all rights and obligations of the Lessee under this
Lease and in and to the Units are subject to the rights of
the Vendor under the Security Documentation. If an event
of default should occur under the Security Documentation,
the Vendor may terminate this Lease (or rescind its termina-
tion), all as provided therein.

§ 5. Identification Marks. The Lessee will cause
at its expense each Unit to be kept numbered with the road
number set forth in Schedule A hereto, or in the case of
any Unit not there listed, such road number as shall be
set forth in any amendment or supplement hereto extending
this Lease to cover such Unit, and will keep and maintain,
plainly, distinctly, permanently and conspicuously marked
on each side of each Unit, in letters not less than one-half
inch in height, the words "OWNERSHIP SUBJECT TO A SECURITY
AGREEMENT FILED UNDER THE INTERSTATE COMMERCE ACT, SECTION
20c", or other appropriate words designated by the Vendor,
with appropriate changes thereof and additions thereto as
from time to time may be required by law in order to protect
the Lessor's and Vendor's title to and interest in such
Unit and the rights of the Lessor under this Lease and of
the rights of the Vendor under the Security Documentation.
The Lessee will not place any such Unit in operation or
exercise any control or dominion over the same until such
words shall have been so marked and will replace promptly
any such markings which may be removed, defaced or destroyed.
The Lessee will not change the road number of any Unit unless
and until (i) a statement of new number or numbers to be
substituted therefor shall have been filed with the Vendor
and the Lessor and duly filed, recorded and deposited by
the Lessee in all public offices where this Lease and the
Security Documentation shall have been filed, recorded and
deposited and (ii) the Lessee shall have furnished the



Vendor and the Lessor an opinion of counsel to such effect.
The Units may be lettered with the names or initials or
other insignia customarily used by the Lessee or its
affiliates.

Except as provided in the immediately preceding
paragraph, the Lessee will not allow the name of any person,
association or corporation to be placed on any Unit as a
designation that might be interpreted as a claim of owner-
ship.

§ 6. Taxes. All payments to be made by the Lessee
hereunder will be free of expense to the Lessor for collec-
tion or other charges and will be free of expense to the
Lessor with respect to the amount of any local, state, fede-
ral, or foreign taxes (other than any United States federal
income tax payable by the Lessor in consequence of the receipt
of payments provided for herein and other than the aggregate
of all state or local taxes measured by net income based on
such receipts, up to the amount of any such taxes based on
such receipts which would be payable to the state and local-
ity in which the Lessor has its principal place of business
without apportionment to any other state, except any such
tax which is in substitution for or relieves the Lessee from
the payment of taxes which it would otherwise be obligated
to pay or reimburse as herein provided) or license fees,
assessments, charges, fines or penalties (all such expenses,
taxes, license fees, assessments, charges, fines and penal-
ties being hereinafter called impositions) .hereafter levied
or imposed upon or in connection with or measured by this
Lease or any sale, rental, use, payment, shipment, delivery
or transfer of title under the terms hereof or the Security
Documentation, all of which impositions the Lessee assumes
and agrees to pay on demand in addition to the payments to
be made by it provided for herein. The Lessee will also
pay promptly all impositions which may be imposed upon any
Unit or for the use or operation thereof (except as provided
above) or upon the earnings arising therefrom (except as
provided above) or upon the Lessor solely by reason of its
ownership thereof and will keep at all times all and every
part of such Unit free and clear of all impositions which
might in any way affect the title of the Lessor or the inter-
est of the Lessor or result in a lien upon any such Unit;
pt ovided, however, that the Lessee shall be under no obliga-
tion to pay any impositions of any kind so long as it is
contesting in good faith and by appropriate legal or admin-
istrative proceedings such impositions and the nonpayment



thereof is permitted by law and does not, in the reasonable
opinion of the Lessor, adversely affect the title, property
or rights of the Lessor hereunder or the Vendor under the
Security Documentation. The Lessee agrees to give the Lessor
notice of such contest within 30 days after institution
thereof and the Lessor agrees to provide such information
as may be reasonably requested by the Lessee in furtherance
of such contest. If any impositions shall have been charged
or levied against the Lessor directly and paid by the Lessor,
the Lessee shall reimburse the Lessor on presentation of an
invoice therefor.

In the event that the Lessor shall become obligated
to make any payment pursuant to Article 6 of the Security
Documentation to the Builder or the Vendor or otherwise pur-
suant to any correlative provision of the Security Documen-
tation not covered by the foregoing paragraph of this § 6,
the Lessee shall pay such additional amounts (which shall
also be deemed impositions hereunder) to the Lessor as will
enable the Lessor to fulfill completely its obligations pur-
suant to said provision.

In the event any returns, statements or reports
with respect to impositions are required to be made, the
Lessee will make such returns, statements and reports in
such manner as to show the interest of the Lessor and the
Vendor in such Units.

In the event that, during the continuance of this
Lease, the Lessee becomes liable for the payment or reim-
bursement of any imposition, pursuant to this § 6, such lia-
bility shall continue, notwithstanding the expiration of this
Lease, until all such impositions are paid or reimbursed by
the Lessee.

To the extent the Lessee may be prohibited by law
from performing in its own name the duties required by this
§ 6, the Lessor hereby authorizes the Lessee to act in the
Lessor's own name and on the Lessor's behalf; provided, how-
ever , that the Lessee shall indemnify and hold the Lessor
harmless from and against any and all claims, costs, expenses,
damages, losses and liabilities incurred in connection there-
with as a result of, or incident to, any action by the Lessee
pursuant to this authorization.

The Lessee shall, whenever reasonably requested
by the Lessor, submit to the Lessor copies of returns,



statements, reports, billings and remittances, or furnish
other evidence satisfactory to the Lessor of the Lessee's
performance of its duties under this § 6. The Lessee shall
also furnish promptly upon request such data as the Lessor
reasonably may require to permit the Lessor's compliance
with the requirements of taxing jurisdictions.

§ 7. Maintenance; Casualty Occurrences; Insurance.
The Lessee agrees that, at its own cost and expense, it will
maintain and keep each Unit which is subject to this Lease
in good operating order, repair and condition, reasonable wear
and tear excepted.

In the event that any Unit shall be or become worn
out, lost, stolen, destroyed, or, in the opinion of the Les-
see, irreparably damaged, from any cause whatsoever or taken
or requisitioned by condemnation or requisitioned for use or
otherwise (such occurrences being hereinafter called Casualty
Occurrences), prior to the return of such Unit in the manner
set forth in § 14 hereof, the Lessee shall promptly and fully
notify the Lessor and the Vendor with respect thereto. On
the rental payment date next succeeding such Casualty Occurrence
the Lessee shall pay to the Lessor an amount equal to the rental
payment or payments in respect of such Unit due and payable
on such date plus a sum equal to the Casualty Value (as herein-
after defined) of such Unit determined as of the date of such
rental payment date in accordance with the schedule referred
to below. As of the rental payment date on which the Casualty
Value is due the rental for such Unit shall cease to accrue,
the term of this Lease as to such Unit shall terminate and
(except in the case of the loss, theft, complete destruction
or return to the Builder of such Unit) the Lessor shall be
entitled to recover possession of such Unit. Any Casualty
Value not paid when due shall accrue interest as provided in
§ 16 hereof. The Lessor hereby appoints the Lessee its agent
to dispose of any Unit suffering a Casualty Occurrence or any
component thereof, at the best price obtainable on an "as is,
where is" basis. Provided that the Lessee has previously paid
the Casualty Value to the Lessor, the Lessee shall be entitled
to the proceeds of such sale to the extent they do not exceed
the Casualty Value of such Unit, and shall pay any excess to
the Lessor.

The Casualty Value of each Unit as of the payment
date on which payment is to be made as aforesaid shall be
that percentage of the Purchase Price of such Unit as is set
forth in Schedule B hereto opposite the rental payment



date succeeding the actual date of such Casualty Occurrence.

Whenever any Unit shall suffer a Casualty Occur-
rence after termination of this Lease and before such Unit
shall have been returned in the manner provided in § 14
hereof, the Lessee shall promptly and fully notify the Lessor
with respect thereto and pay to the Lessor an amount equal
to the Casualty Value of such Unit. Upon the making of any
such payment by the Lessee in respect of any Unit (except
in the case of the loss, theft or complete destruction of
such Unit), the Lessor shall be entitled to recover posses-
sion of such Unit, and the Lessee shall be entitled to the
proceeds of any sale to the extent they do not exceed the
Casualty Value of such Unit.

Except as hereinabove in this § 7 provided, the
Lessee shall not be released from its obligations hereunder
in the event of, and shall bear the risk of, any Casualty
Occurrence to any Unit from and after delivery and acceptance
thereof by the Lessee hereunder.

The Lessee will, at all times while this Lease is
in effect, at its own expense, cause to be carried and main-
tained property insurance in respect of the Units at the time
subject hereto, and public liability insurance, in amounts
and against risks comparable to those insured against by the
Lessee on equipment owned by it. Any policies of public
liability insurance carried in accordance with this paragraph
shall (i) require 30 days prior notice of cancelation to
the Lessor and the Beneficiaries and (ii) name the Lessor
and the Beneficiaries as additional named insureds as their
respective interests may appear and shall provide that in
respect of the interests of the Lessor and the Beneficiaries
in such policies, the insurance shall not be invalidated
by any action or inaction of the Lessee or any other person
(other than the Lessor or the Beneficiaries) and shall insure
the Lessor and the Beneficiaries regardless of any breach
or violation of any warranty, declaration or condition con-
tained in such policies by the Lessee or by any other
person (other than the Lessor or the Beneficiaries.)

§ 8. Reports. On or before March 31 in each
year, commencing with the calendar year 1977, the Lessee
will furnish to the Lessor and the Vendor an accurate state-
ment (a) setting forth as at the preceding December 31 the
amount, description and numbers of all Units then leased
hereunder and covered by the Security Documentation, the
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amount, description and numbers of all Units that have suf-
fered a Casualty Occurrence during the preceding calendar
year or are then undergoing repairs (other than running
repairs) or then withdrawn from use pending such repairs
(other than running repairs) and such other information
regarding the condition and state of repair of the Units
as the Lessor or the Vendor may reasonably request and (b)
stating that, in the case of all Units repainted or repaired
during the period covered by such statement, the numbers
and markings required by § 5 hereof and by the Security
Documentation have been preserved or replaced. The Lessor,
at its sole cost and expense, shall have the right by its
agents, to inspect the Units and the Lessee's records with
respect thereto at such reasonable times as the Lessor may
request during the continuance of this Lease.

§ 9. Disclaimer of Warranties; Compliance with
Laws and Rules; Indemnification. THE LESSOR MAKES NO WAR-
RANTY OR REPRESENTATION, EITHER EXPRESS OR IMPLIED, AS TO
THE DESIGN OR CONDITION OF, OR AS TO THE QUALITY OF THE
MATERIAL, EQUIPMENT OR WORKMANSHIP IN, THE UNITS DELIVERED
TO THE LESSEE HEREUNDER, AND THE LESSOR MAKES NO WARRANTY OF
MERCHANTABILITY OR FITNESS OF THE UNITS FOR ANY PARTICULAR
PURPOSE OR AS TO TITLE TO THE UNITS OR ANY COMPONENT THEREOF,
OR ANY OTHER REPRESENTATION OR WARRANTY, EXPRESS OR IMPLIED,
WITH RESPECT TO ANY UNIT, EITHER UPON DELIVERY THEREOF TO
THE LESSEE OR OTHERWISE, it being agreed that all such risks,
as between the Lessor and the Lessee, are to be borne by
the Lessee; but the Lessor hereby irrevocably appoints and
constitutes the Lessee its agent and attorney-in-fact during
the term of this Lease to assert and enforce from time to
time, in the name of and for the account of the Lessor and/or
the Lessee, as their interests may appear, at the Lessee's
sole cost and expense, whatever claims and rights the Lessor
may have against the Builder under the provisions of Items
3 and 4 of Annex A of the Security Documentation; provided,
however, that if at any time an Event of Default shall have
occurred and be continuing, the Lessor may assert and enforce,
at the Lessee's sole cost and expense, such claims and rights.
The Lessor shall have no responsibility or liability to the
Lessee or any other person with respect to any of the follow-
ing: (i) any liability, loss or damage caused or alleged
to be caused directly or indirectly by any Units or by any
inadequacy thereof or deficiency or defect therein or by any
other circumstances in connection therewith; (ii) the use,
operation or performance of any Units or any risks relating
thereto; (iii) any interruption of service, loss of business
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or anticipated profits or consequential damages; or (iv) the
delivery, operation, servicing, maintenance, repair, improve-
ment or replacement of any Units. The Lessee's delivery of
a Certificate of Acceptance shall be conclusive evidence as
between the Lessee and the Lessor that the Units described
therein are in all the foregoing respects satisfactory to
the Lessee, and the Lessee will not assert any claim of .any
nature whatsoever against the Lessor based on any of the
foregoing matters. . .... ._.

Rider 11

The Lessee agrees, for the benefit of the Lessor
and the Vendor, to comply in all respects {including without
limitation, with respect to the use, maintenance and operation
of each Unit) with all applicable laws of the jurisdictions
in which its operations involving the Units may extend, with
the interchange rules of the Association of American Railroads
and with all lawful, rules of the United States Department
of. Transportation,, the Interstate Commerce Commission and
any other legislative, executive, administrative or judicial
body exercising any power or jurisdiction over the Units,
to the extent that such laws and rules affect the title,
operation or use of the Units, and in the event that, prior
to the expiration of the Lease or any renewal thereof, such
laws or rules require any alteration, replacement, addition
or modification of or to any part on any Unit, the Lessee
will conform therewith at its own expense and the Lessor
will have title thereto; provided, howevejr, if the United
States Internal Revenue Service advises that it will not
issue the Ruling (as defined in the Participation Agreement)
because of the requirement that the Lessee will conform at
its own expense with any alteration, replacement, addition
or modification of or to any part on any Unit which is not
readily removable without causing material damage to the
Unit required by such laws or rules (hereinafter called
Nonremovable Government Mandated Alterations), then such
requirement that Lessee conform at its own expense with such
Nonremovable Government Mandated Alterations shall be void
and ineffective ab initi o and, at the Lessor's expense, the
Lessee will conf'orm'with such Nonremovable Government !-5andated
Alterations and lease such Nonremovable Government Mandated
Alterations until the termination of this Lease upon the
same terms and conditions as are herein specified at a. rate
which shall maintain the Lessor's net return under this Lease
(computed on the same assumptions as utilized by the Lessor
in originally evaluating the lease transaction). Notwith-
standing the preceding sentence, upon 30 days' prior written
notice to the Lessor, the Lessee may at its own expense,
in good faith, contest the validity or application of any
such law or rule in any reasonable ntsrmer which does not,
in the opinion of the Lessor or the Vendor, adversely affect
the property or rights of the Lessor or the Vendor under
this Lease or under the Security Documentation. The Lessee,
at its own cost and expense, may furnish other additions,
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at the Lessor's expense, the Lessee will conform wi
suc%Nonremovable Government Mandated Alterations andxfease
such ws^nremovable Government Mandated Alterations j*ntil
the terrnlh^ation of this Lease upon the same ter»s and condi-
tions as arexherein specified at a rate to b£-"negotiated
between the Le"Ŝ ee and the Lessor. Notwithstanding subsec-
tions (a) and (byxabove, upon 30 daysl^rior written notice
to the lessor, the Eras see may at it^own expense, in good
faith, contest the vai^sUty or application of any such law
or rule in any reasonableNnann^r which does not, in the
opinion of the Lessor or th^-^endor, adversely affect the
property or rights of tj>e Lessoi^pr the Vendor under this
Lease or under the Security Documeh^.ation. Thê cd i float ions
and improvements t«rthe Units duringNcJie term of this Lease
provided that atfcn additions, modificatlsms and immprovements
are readilyjj^emovable without causing matesNjsal damage to
the Unitssr The additions, modifications and^wmprovements
made hy'the Lessee under the preceding sentenceSshall be

the Lessee and shall be removed by it upohs^the
.jr-gturn of the Unito purouant to S 14 hereoft

The Lessee agrees to indemnify, protect and hold
harmless the Lessor and the Vendor from and against all
losses, damages, injuries, liabilities, claims and demands
whatsoever, regardless of the cause thereof, and expenses
in connection therewith, including, but not limited to, coun-
sel fees and expenses, patent liabilities, penalties and
interest, arising out of or as the result of the entering
into or the performance of, or the occurrence of a default,
an event of default or an Event of Default under, the Secu-
rity Documentation, the Participation Agreement or this Lease,
the ownership of any Unit, the ordering, acquisition, use,
operation, condition, purchase, delivery, rejection, storage
or return of any Unit or any accident in connection with the
operation, use, condition, possession, storage or return
of any Unit resulting in damage to property or injury or
death to any person, except as otherwise provided in § 14
of this Lease, or the transfer of the security interest in
the Units by the Vendor pursuant to any provision of the
Security Documentation. The indemnities arising under this
paragraph do not include the payment of principal or interest
on the Conditional Sale Indebtedness (as defined in the Secu-
rity Documentation) and shall continue in full force and
effect notwithstanding the full payment of all obligations
under this Lease or the expiration or termination of the
term of this Lease.



13

The Lessee agrees to prepare and deliver to the
Lessor within a reasonable time prior to the required date
of filing (or, to the extent permissible, file on behalf
of the Lessor) any and all reports (other than tax returns)
to be filed by the Lessor with any federal, state or other
regulatory authority by reason of the ownership by the Lessor
of the Units, the security interest of the Vendor in the
Units or the leasing thereof to the Lessee.

§ 10. Default. If, during the continuance of this
Lease, one or more of the following events (each such event
being herein sometimes called an Event of Default) shall
occur :

A. default shall be made in payment of any amount
provided for in §§ 3, 7 or 13 hereof, and such default
shall continue for five days;

B. SCL or L&N, as the case may be, shall make
or permit any unauthorized assignment or transfer of
this Lease, or any interest herein, or of the right
to possession of the Units, or any thereof;

C. default shall be made in the observance or per-
formance of any other of the covenants, conditions and
agreements on the part of SCL or L&N, as the case may
be, contained herein, in the Consent or in the Participa-
tion Agreement, and such default shall continue for
30 days after written notice from the Lessor or the
Vendor to SCL or L&N, as the case may be, specifying
the default and demanding that the same be remedied;

D. a petition for reorganization under Section 77
of the Bankruptcy Act, as now constituted or as said
Section 77 may hereafter be amended, shall be filed by
or against SCL or L&N, as the case may be, and, unless
such petition shall have been dismissed, nullified,
stayed or otherwise rendered ineffective (but then
only so long as such stay shall continue in force or
such ineffectiveness shall continue), all the obliga-
tions of SCL or L&N, as the case may be, under this
Lease or under the Consent shall not have been and shall
not continue to have been duly assumed in writing, pur-
suant to a court order or decree, by a trustee or trustees
appointed (whether or not subject to ratification) in
such proceedings in such manner that such obligations
shall have the same status as obligations incurred by
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such trustee or trustees, within 30 days after such
appointment, if any, or 60 days after such petition
shall have been filed, whichever shall be earlier;

E. any other proceedings shall be commenced by
or against SCL or L&N, as the case may be, for any
relief which includes, or might result in, any modi-
fication of the obligations of SCL or L&N, as the case
may be, hereunder or under the Consent, under any bank-
ruptcy or insolvency laws, or laws relating to the
relief of debtors, readjustments of indebtedness, reor-
ganizations, arrangements, compositions or extensions
(other than a law which does not permit any readjust-
ments of the obligations of SCL or L&N, as the case
may be, hereunder or under the Consent), and, unless
such proceedings shall have been dismissed, nullified,
stayed or otherwise rendered ineffective (but then
only so long as such stay shall continue in force or
such ineffectiveness shall continue), all the obliga-
tions of SCL or L&N, as the case may be, under this
Lease or under the Consent shall not have been and
shall not continue to have been duly assumed in writing,
pursuant to a court order or decree, by a trustee or
trustees or receiver or receivers appointed (whether
or not subject to ratification) for SCL or L&N, as
the case may be, or for the property of SCL or L&N,
as the case may be, in connection with any such pro-
ceedings in such manner that such obligations shall
have the same status as obligations incurred by such
a trustee or trustees or receiver or receivers, within
30 days after such appointment, if any, or 60 days
after such proceedings shall have been commenced,
whichever shall be earlier; or

F, an event of default set forth in Article 15 of
the Security Documentation shall have occurred arising
out of any default by SCL or L&N, as the case may be,
in performing any of it's obligations hereunder or under
the Consent;

then, in any such case, the Lessor, at its option, may:

(a) proceed by appropriate court action or actions
either at law or in equity, to enforce performance by
the Lessee of the applicable covenants of this Lease or
to recover damages for the breach thereof including net
after-tax losses of federal and state income tax bene-
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fits to which the Lessor would otherwise be entitled
under this Lease; or

(b) by notice in writing to the Lessee terminate
this Lease, whereupon all rights of the Lessee to the
use of the Units so terminated shall absolutely cease
and terminate as though this Lease had never been made,
but the Lessee shall remain liable as hereinafter pro-
vided; and thereupon the Lessor may by its agents enter
upon the premises of the Lessee or other premises where
any of the Units so terminated may be and take posses-
sion of all or any of such Units and thenceforth hold,
possess and enjoy the same free from any right of the
Lessee, or its successors or assigns, to use the Units
for any purposes whatever; but the Lessor shall, never-
theless, have a right to recover from the Lessee any
and all amounts which under the terms of this Lease
may be then due or which may have accrued to the date
of such termination (computing the rental for any num-
ber of days less than a full rental period by multi-
plying the rental for such full rental period by a
fraction of which the numerator is such number of days
and the denominator is the total number of days in
such full rental period) and also to recover forthwith
from the Lessee as damages for loss of the bargain
and not as a penalty whichever of the following amounts
which the Lessor, in its sole discretion, shall specify
(x) a sum, with respect to each Unit, which represents
(A) the excess of the present value, at the time of
such termination, of the entire unpaid balance of all
rental for such Unit which would otherwise have accrued
hereunder from the date of such termination to the end
of the term of this Lease as to such Unit over the then
present value of the rentals which the Lessor reasonably
estimates to be obtainable for the Unit during such
period, such present value to be computed in each case
on the basis of a 5% per annum discount, compounded
semiannually from the respective dates upon which rentals
would have been payable hereunder had this Lease not
been terminated, plus (B) any damages and expenses,
including reasonable attorneys' fees, in addition thereto
which the Lessor shall have sustained by reason of the
breach of any covenant, representation or warranty of
this Lease other than for the payment of rental, plus
(C) an amount which, after deduction of all taxes
required to be paid by the Lessor and each Beneficiary
in respect of the receipt thereof under the laws of the
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United States of America or any political subdivision
thereof, or any taxing jurisdiction of any foreign
government, shall, in the reasonable opinion of each
Beneficiary, cause the Lessor's or each such Benefici-
ary's net return under this Lease to be equal to the
net return that would have been available to the Lessor
or each Beneficiary if it had been entitled to utiliza-
tion of all or such portion of the Investment Credit (as
defined in Paragraph 11 of the Participation Agreement)
lost, not claimed, not available for claim, disallowed
or recaptured by or from the Lessor or the Beneficiaries
as a result of the breach of one or more of the represen-
tations, warranties and covenants made by the Lessee in
Paragraph 11 of the Participation Agreement or any pro-
vision of this Lease or the sale or other disposition
of the Lessor's or Beneficiaries' interest in any Unit
after the occurrence of an Event of Default, plus such
sum as shall, in the reasonable opinion of each Benefi-
ciary, cause the Lessor's or such Beneficiary's net
return under this Lease to be equal to the net return
that would have been available to the Lessor or such
Beneficiary if it had been entitled to utilization of
all or such portion of the ADR Deduction and Interest
Deduction (as each is defined in Paragraph 11 of the
Participation Agreement) which was lost, not claimed,
not available for claim or disallowed or recaptured
in respect of a Unit as a result of the breach of one
or more of the representations, warranties and covenants
made by the Lessee in the Participation Agreement or any
provision of this Lease, the inaccuracy of any statement
in any letter or document furnished to the Lessor or
such Beneficiary by the Lessee, the termination of this
Lease, the Lessee's loss of the right to use such Unit
or the sale or other disposition of the Lessor's interest
in such Unit after the occurrence of an Event of Default
plus such sum as will pay or reimburse the Lessor and
such Beneficiary for any interest, additions to tax,
or penalties incurred in connection with the Investment
Credit, ADR Deduction or Interest Deduction which is
lost, not claimed, not available for claim, disallowed
or recaptured or (y) an amount equal to the excess, if
any, of the Casualty Value as of the rental payment
date on or next preceding the date of termination over
the net proceeds of the sale of the Equipment if sold,
or, if not sold at such time, the amount the Lessor
reasonably estimates to be the sales value of such Unit
at such time.
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In addition, the Lessee shall be liable, except as otherwise
provided above, for any and all unpaid amounts due hereunder
before, during or after the exercise of any of the foregoing
remedies and for all reasonable attorneys' fees and other
costs and expenses incurred by reason of the occurrence of
any Event of Default or the exercise of the Lessor's remedies
with respect thereto, including all costs and expenses
incurred in connection with the return of any Unit.

The remedies in this Lease provided in favor of the
Lessor shall not be deemed exclusive, but shall be cumulative
and may be exercised concurrently or consecutively, and shall
be in addition to all other remedies in its favor existing at
law or in equity. The Lessee hereby waives any mandatory
requirements of law, now or hereafter in effect, which might
limit or modify the remedies herein provided, to the extent
that such waiver is not, at the time in question, prohibited
by law. The Lessee hereby waives any and all existing or
future claims to any offset against the rental payments due
hereunder, and agrees to make such payments regardless of any
offset or claim which may be asserted by the Lessee or on its
behalf.

Except as otherwise provided in this Lease and
the Security Documentation, the Lessee, to the full extent
permitted by law, hereby waives all statutory or other legal
requirements for any notice of any kind, notice of intention
to take possession of or to sell or lease the Equipment, or
any one or more units thereof, and any other requirements as
to the time, place and terms of the sale or lease thereof,
any other requirements with respect to the enforcement of
the Vendor's rights under this Agreement and the Security
Documentation and any and all rights of the redemption.

The failure of the Lessor to exercise the rights
granted it hereunder upon the occurrence of any of the con-
tingencies set forth herein shall not constitute a waiver
of any such right upon the continuation or recurrence of
any such contingencies or similar contingencies,

§ 11. Return of Units Upon Default. If this Lease
shall terminate pursuant to § 10 hereof, the Lessee shall
forthwith deliver possession of the Units to the Lessor.
Each Unit so delivered shall be in the same operating order,
repair and condition as when originally delivered to the
Lessee, reasonable wear and tear excepted, and meet the
standards then in effect under the Interchange Rules of
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the Association of American Railroads applicable to rail-
road equipment of the same type as the Units. For the purpose
of delivering possession of any Unit or Units to the Lessor
as above required, the Lessee shall at its own cost, expense
and risk:

(a) forthwith and in the usual manner (including,
but not by way of limitation, giving prompt telegraphic
and written notice to the Association of American Rail-
roads and all railroads to which any Unit or Units
have been interchanged to return the Unit or Units
so interchanged) place such Units upon such storage
tracks of the Lessee or any of its affiliates as the
Lessor reasonably may designate;

(b) permit the Lessor to store such Units on such
tracks at the risk of the Lessee without charge for
insurance, rent or storage until such Units have been
sold, leased or otherwise disposed of by the Lessor;
and

(c) transport the same to any place on the lines
of railroad operated by the Lessee or any of its affili-
ates or to any connecting carrier for shipment, all
as directed by the Lessor.

The assembling, delivery, storage, insurance and transporting
of the Units as hereinbefore provided shall be at the expense
and risk of the Lessee and are of the essence of this Lease,
and upon application to any court of equity having jurisdic-
tion in the premises the Lessor shall be entitled to a decree
against the Lessee requiring specific performance of the
covenants of the Lessee so to assemble, deliver, store and
transport the Units. During any storage period, the Lessee
will, at its own cost and expense, insure, maintain and keep
the Equipment in good order and repair and will permit the
Lessor or any person designated by it, including the autho-
rized representative or representatives of any prospective
purchaser of any such Unit, to inspect the same. All gross
amounts earned in respect of the Units after the date of ter-
mination of this Lease shall belong to the Lessor and, if
received by the Lessee, shall be promptly turned over to the
Lessor. In the event any Unit is not assembled, delivered
and stored, as hereinabove provided, within 60 days after such
termination, the Lessee shall, in addition, pay to the Lessor
for each day thereafter an amount equal to the amount, if any,
by which .02627% of the Purchase Price of such Unit for each
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such day exceeds all gross amounts earned with respect to such
Unit and received by the Lessor for each such day.

Without in any way limiting the obligation of
the Lessee under the foregoing provisions of this § 11, the
Lessee hereby irrevocably appoints the Lessor as the agent
and attorney of the Lessee, with full power and authority,
at any time while the Lessee is obligated to deliver posses-
sion of any Unit to the Lessor, to demand and take possession
of such Unit in the name and on behalf of the Lessee from
whomsoever shall be in possession of such Unit at the time.

§ 12. Assignment; Possession and Use. This Lease
shall be assignable in whole or in part by the Lessor without
the consent of the Lessee, but the Lessee shall be under no
obligation to any assignee of the Lessor except upon written
notice of such assignment from the Lessor. All the rights
of the Lessor hereunder (including, but not limited to, the
rights under §§ 6, 7, 9 and 10 and the rights to receive
the rentals payable under this Lease) shall inure to the ben-
efit of the Lessor's assigns (including the Vendor).

So long as the Lessee shall not be in default under
this Lease and no event of default shall exist under the
Security Documentation, the Lessee shall be entitled to the
possession and use of the Units in accordance with the terms
of this Lease and the Security Documentation, but, without
the prior written consent of the Lessor, the Lessee shall
not assign or transfer its leasehold interest under this
Lease in the Units or any of them. The Lessee, at its own
expense, will promptly pay or discharge any and all sums
claimed by any party which, if unpaid, might become a lien,
charge, security interest or other encumbrance (other than
an encumbrance created by the Lessor or the Vendor or result-
ing from claims against the Lessor or the Vendor not related
to the ownership of the Units) upon or with respect to any
Unit, including any accession thereto, or the interest of
the Lessor, the Vendor or the Lessee therein, and will
promptly discharge any such lien, claim, security interest
or encumbrance which arises. The Lessee shall not, without
the prior written consent of the Lessor, part with the pos-
session or control of, or suffer or allow to pass out of
its possession or control, any of the Units, except to the
extent permitted by the provisions of the immediately suc-
ceeding paragraph.

So long as there shall be no default under this
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Lease or under the Security Documentation, the Lessee shall
be entitled to the possession of the Units and to the use
of the Units by it or any afriliate upon lines of railroad
owned or operated by it or any such affiliate or upon lines
of railroad over which the Lessee or any such affiliate
has trackage or other operating rights or over which railroad
equipment of the Lessee or any such affiliate is regularly
operated pursuant to contract, and also to permit the use
of the Units upon connecting and other carriers pursuant to
run-through agreements, but only upon and subject to all the
terms and conditions of this Lease and the Security Documen-
tation; provided, however, that the Lessee shall not use, or
permit the use of, any Unit in regular service involving the
operation and maintenance thereof outside the United States of
America. The Lessee may receive and retain compensation
for such use from other railroads so using any of the Units.

Nothing in this § 12 shall be deemed to restrict
the right of SCL or L&N to assign or transfer its interest
under this Lease in the Units or possession of the Units to
any railroad corporation incorporated under the laws of any
state of the United States of America or the District of
Columbia (which shall have duly assumed the obligations of
the Lessee hereunder and under the Participation Agreement
and the Consent) into or with which it shall have become
merged or consolidated or which shall have acquired its
property as an entirety or substantially as an entirety,
provided that such assignee or transferee will not, upon
the effectiveness of such merger, consolidation or acquisi-
tion, be in default under any provision of this Lease.

§ 13. Renewal and Purchase Options. Provided
that this Lease has not been earlier terminated and the
Lessee is not in default hereunder, the Lessee may by writ-
ten notice delivered to the Lessor not less than six months
prior to the end of the original term or the first extended
term of this Lease, as the case may be, elect (a) to extend
the term of this Lease in respect of all but not fewer than
all of the Units then covered by this Lease, for an addi-
tional three-year period commencing on the scheduled expira-
tion of the original term or the first extended term of this
Lease, as the case may be, provided that no such extended
term extends beyond July 15, 1997, at the then "Fair Market
Rental" payable in semiannual payments on January 15 and
July 15 in each year of such extended term and (b) to pur-
chase all, but not less than all, the Units covered by this
Lease at the end of such original term or any such extended
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term of this Lease for a purchase price equal to the "Fair
Market Value" of such Units as of the end of such original
terra or such extended term of this Lease, as the case may be.

Fair Market Rental shall be determined on the basis
of, and shall be equal in amount to, the rental which would
obtain in an arm's-length transaction between an informed and
willing lessee (other than a lessee currently in possession)
and an informed and willing lessor under no compulsion to
lease and, in such determination, costs of removal from
the location of current use shall not be a deduction from
such rental.

Fair Market Value shall be determined on the basis
of, and shall be equal in amount to, the value which would
obtain in an arm's-length transaction between an informed
and willing buyer-user (other than (i) a lessee currently
in possession or (ii) a used equipment dealer) and an
informed and willing seller under no compulsion to sell
and, in such determination, costs of removal from the loca-
tion of current use shall not be a deduction from such
value.

If, after 30 days from the giving of notice by
the Lessee of the Lessee's election to extend the term of
this Lease or to purchse the Units, the Lessor and the Lessee
are unable to agree upon a determination of the Fair Market
Rental or Fair Market Value, as the case may be, of the Units,
such rental or value shall be determined in accordance with
the foregoing definition by the following procedure: If
either party to such determination shall have given written
notice to the other requesting determination of such rental
or value by this appraisal procedure, the parties shall con-
sult for the purpose of appointing a qualified independent
appraiser by mutual agreement. If no such appraiser is so
appointed within 20 business days after such notice is given,
each party shall appoint an independent appraiser within
25 business days after such notice is given, and the two
appraisers so appointed shall within 35 business days after
such notice is given appoint a third independent appraiser.
If no such third appraiser is appointed within 35 business
days after such notice is given, either party may apply, to
make such appointment, to the American Arbitration Associa-
tion, and both parties shall be bound by any appointment so
made. Any appraiser or appraisers appointed pursuant to the
foregoing procedure shall be instructed to determine the
Fair Market Rental or Fair Market Value, as the case may
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after such Owner has notified the Lessee of its intent
not to contest such adjustment;

(ii) notwithstanding any other opinion previously
rendered in respect of the transactions contemplated
by this Agreement, Messrs. Miller and Chevalier or Other
Independent Counsel render a written opinion within
the Prescribed Period after receiving a request for
such opinion that there is a reasonable basis to contest
such adjustment or proposed adjustment, as the case
may be; and

(iii) all reasonable out-of-pocket expenses, includ-
ing, without limitation, the fees and disbursements
of Messrs. Miller and Chevalier or Other Independent
Counsel, paid or incurred by the Owners in connection

*\ with this Paragraph shall be payable by Itel Leasing
;' , Corporation pursuant to a letter agreement of even
/ date herewith.

;/

If the Lessee does not request such Owner to con-
test such adjustment or proposed adjustment within 20 days
after the Owner has given it notice of such adjustment, or
if Messrs. Miller and Chevalier or Other Independent Counsel
do not render a written opinion within the Prescribed Period
after receiving a request for such opinion that there is
a reasonable basis on which to contest such adjustment or
proposed adjustment, the portion of the Investment Credit,
Interest Deduction or ADR Deduction, so adjusted or proposed
to be adjusted shall be deemed a Loss for the purposes of
Paragraph ll(d) for all Owners.

(h) If an Owner shall contest an adjustment or
proposed adjustment administratively in accordance with
Paragraph 11(g) hereof and not prevail in the opinion of
such Owner's tax counsel, such Owner shall be under no obli-
gation to contest such adjustment, assessment, or deficiency,
in respect to which the Lessee may be required to indemnify
such Owner in accordance with Paragraph ll(d) in the United
States Tax Court, the United States Court of Claims, or any
District Court of the United States of competent jurisdic-
tion unless:

(i) the Lessee requests such Owner to contest
such adjustment or proposed adjustment, assessment,
or deficiency within 20 days after such Owner has
notified the Lessee of its intent not to make such
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connecting carrier for shipment, all as directed by the Lessor,
the movement and storage of such Units to be at the expense
and risk of the Lessee. During any such storage period the
Lessee will permit the Lessor or any person designated by it,
including the authorized representative or representatives
of any prospective purchaser, lessee or user of such Unit,
to inspect the same; provided, however, that the Lessee shall
not be liable, except in the case of negligence of the Lessee
or of its employees or agents, for any injury to, or the
death of, any person exercising, either on behalf of the
Lessor or any prospective purchaser, lessee or user, the
rights of inspection granted under this sentence. Each Unit
returned to the Lessor pursuant to this § 14 shall (i) be
in the same operating order, repair and condition as when
originally delivered to the Lessee, reasonable wear and tear
excepted, and (ii) meet the standards then in effect under
the Interchange Rules of the Association of American Rail-
roads and/or the applicable rules of any governmental agency
or other organization with jurisdiction. The assembling,
delivery, storage and transporting of the Units as herein-
before provided are of the essence of this Lease, and upon
application to any court of equity having jurisdiction in the
premises, the Lessor shall be entitled to a decree against
the Lessee requiring specific performance of the covenants
of the Lessee so to assemble, deliver, store and transport
the Units. All gross amounts earned in respect of the Units
after the date of termination of this Lease shall belong to
the Lessor and, if received by the Lessee, shall be promptly
turned over to the Lessor. In the event any Unit is not
assembled, delivered and stored, as hereinabove provided,
within 60 days after such termination, the Lessee shall,
in addition, pay to the Lessor for each day thereafter an
amount equal to the amount, if any, by which .02627% of the
Purchase Price of such Unit for each such day exceeds the
actual earnings received by the Lessor on such Unit for
each such day.

§ 15. Recording. The Lessee, at its own expense,
will cause this Lease, the Lease Assignment, the Security
Documentation and the Assignment to be filed and recorded
with the Interstate Commerce Commission in accordance with
Section 20c of the Interstate Commerce Act. The Lessee will
(at its own expense) undertake the filing, registering, deposit,
and recording required of the Lessor under the Security Doc-
umentation and will from time to time do and perform any other
act and will execute, acknowledge, deliver, file, register,
record (and will refile, reregister, deposit and redeposit
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or rerecord whenever required) any and all further instruments
required by law or reasonably requested by the Lessor or the
Vendor for the purpose of proper protection, to their satis-
faction, of the Vendor's and the Lessor's respective interests
in the Units, or for the purpose of carrying out the intention
of this Lease, the Security Documentation, the Assignment and
the Lease Assignment; and SCL or L&N will promptly furnish
to the Vendor and the Lessor evidence of all such filing,
registering, depositing or recording, and an opinion of
counsel for SCL or L&N with respect thereto satisfactory
to the Vendor and the Lessor. This Lease and the Security
Documentation shall be filed and recorded with the Inter-
state Commerce Commission prior to the delivery and accep-
tance hereunder of any Unit.

§ 16. Interest on Overdue Rentals. Anything to the
; contrary herein contained notwithstanding, any nonpayment of

rentals and other obligations due hereunder, including without
-'/• limitation §§ 3, 6, 7, 9 and 10 hereof, shall result in

the obligation on the part of the Lessee promptly to pay,
to the extent legally enforceable, an amount equal to 14%
per annum of the overdue rentals and other obligations
for the period of time during which they are overdue or
such lesser amount as may be legally enforceable.

§ 17. Notices. Any notice required or permitted
to be given by either party hereto to the other shall be
deemed to have been given when mailed, first class, postage
prepaid, addressed as follows:

(a) if to the Lessor, at 15th Street and Pennsyl-
vania Avenue, N.W., Washington, D.C, 20013, with copies
to the Beneficiaries to Cargill Leasing Corporation,
at Cargill Building, Minneapolis, Minnesota 55402,
attention of General Manager and to Ford Motor Credit
Company at The American Road, Dearborn, Michigan
48121, attention of Vice President-CIR Financing, and
to ITEL Leasing Corporation, One Embarcadero Center,
San Francisco, California 94111, attention of Contract
Administration;

(b) if to the Lessee, for SCL at 3600 West Broad
Street, Richmond, Virginia 23230, attention: L. G.
Anderson, Esq., Vice President and Treasurer, and for
L&N at 908 West Broadway, Louisville, Kentucky 40201,
attention: C. Hayden Edwards, Esq., Vice President,
Secretary and Treasurer;
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rights of the Lessor hereunder (including, but not limited
to/ its rights under §§ 6, 7, 9 and 10 and the right to
receive the rentals payable under this Lease) shall inure
to the benefit of the Beneficiaries and any of the Benefici-
aries' assigns under the Trust Agreement.

§ 2.1. Execution. This Lease may be:executed in
several counterparts, such counterparts together constituting
but one and the same instrument, but the counterpart delivered
to the Vendor pursuant to the Lease Assignment to the Vendor
shall be deemed to be the original and all other counterparts
shall be deemed duplicates thereof. Although for convenience
this Lease is dated as of the date first set forth above, the
actual date or dates of execution hereof by the parties hereto
is or are, respectively, the date or dates stated in the
acknowledgments hereto annexed.

•t

§ 22. Law Governing. The terms of this Lease and all
J /' rights and obligations hereunder shall be governed by the laws

of New York; provided, however, that the parties shall be entitled
to all rights conferred by Section 20c of the Interstate Commerce
Act.

§ 23. Joint and Several Obligations. SCL and L&N
hereby agree that they are jointly and severally liable for
all obligations of the Lessee hereunder.

IN WITNESS WHEREOF, the parties hereto have executed
or caused this instrument to be executed as of the date first
above written.

AMERICAN SECURITY AND TRUST COMPANY,
as Trustee,

by

Vice President
[Corporate Seal]

Attest:

Assistant Secretary
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[Corporate Seal]

Attest:

SEABOARD COAST LINE RAILROAD
COMPANY,

by

Vice President and Treasurer

Assistant Secretary

[Corporate Seal]

Attest:

Assistant Secretary

LOUISVILLE AND NASHVILLE RAILROAD
COMPANY,

Asst. Vice President



DISTRICT OF COLUMBIA, ) ss.:

On this day of 1976, before me per-
sonally appeared , to me
personally known, who, being by me duly sworn, says that he
is a Vice President of AMERICAN SECURITY AND TRUST COMPANY,
that one of the seals affixed to the foregoing instrument
is the corporate seal of said Trust Company, that said
instrument was signed and sealed on behalf of said Trust
Company by authority of its Board of Directors, and he
acknowledged that the execution of the foregoing instrument
was the free act and deed of said Trust Company.

Notary Public

[Notarial Seal]

My Commission expires
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COMMONWEALTH OF VIRGINIA, )
) S3. :

CITY OF RICHMOND, )

On this day of 1976, before me per-
sonally appeared Leonard G. Anderson, to me personally known,
who, being by me duly sworn, says that he is Vice President
and Treasurer of SEABOARD COAST LINE RAILROAD COMPANY, that
one of the seals affixed to the foregoing instrument is
the corporate seal of said corporation, that said instrument
was signed and sealed on behalf of said corporation by
authority of its Board of Directors, and he acknowledged
that the execution of the foregoing instrument was the free
act and deed of said corporation.

Notary Public

(Notarial Seal]

My Commission expires



STATE OF KENTUCKY, )
) SS. :

COUNTY OF JEFFERSON, )

On this ̂ ^^ day vt̂ ^̂ ê û t̂ j- 1976, before me per-
sonally appeared «̂Ĵ / ̂ JltLiL̂ ', to me personally known,
who, being by me duly sworn, says that he is (̂ î -̂ -̂ ct̂ ^̂
L̂-<̂  V̂ ê Ĵltf̂ -̂Ẑ  of LOUISVILLE AND NASHVILLE RAILROAD

COMPANY, that one of the seals affixed to the foregoing
instrument is the corporate seal of said corporation, that
said instrument was signed and sealed on behalf of said
corporation by authority of its Board of Directors, and
he acknowledged that the execution of the foregoing instrument
was the free act and deed of said corporation.

f̂ m-tô s
'Notary Public

[Notarial Seal]

My Commission expires



SCHEDULE A TO LEASE

Lessee's
Road Numbers

Type Quantity* (Both Inclusive)*

100-ton open top 180 CRR 57000-57179
(coal) hopper cars
AAR designation:
HT

* The units set forth above include units which may be
delivered under another lease. Upon delivery and acceptance
of all Units under the Lease, an appropriate supplement will
be entered into setting forth the specific identifying road
numbers covered by the Lease.



SCHEDULE B TO LEASE

Casualty Values

Date

Item 1. July 15, 1976
January 15, 1977
July 15, 1977
January 15, 1978
July 15, 1978
January 15, 1979
July 15, 1979
January 15, 1980
July 15, 1980
January 15, 1981
July 15, 1981
January 15, 1982
July 15, 1982
January 15, 1983
July 15, 1983
January 15, 1984
July 15, 1984
January 15, 1985
July 15, 1985
January 15, 1986
July 15, 1986
January 15, 1987
July 15, 1987
January 15, 1988
July 15, 1988
January 15, 1989
July 15, 1989
January 15, 1990
July 15, 1990
January 15, 1991
July 15, 1991 and thereafter

Percentage of
Purchase Price

104.4008%
104.9041
105.0013
104.8475
104.4122
103.7431
102.8080
94.9854
94.5821
92.9694
91.1311
82.4472
80.3137
78.0764
75.7304
66.6035
64.0237
61.3315
58.5214
55.6177
52.6608
49.6552
46.6350
43.5607
40.4640
37.3094
34.1300
30.8944
27.6378
24.3270
20.0000

* As defined in the Security Documentation.


